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FINANCIAL OVERVIEW 


Summary of Operations 
(dollars in millions, except per share data) 


2013 2012 
Revenues $ 389.2 $ 280.1 
Operating Income $ 113.5 $ 60.4 
Operating Income, as adjusted* $ 131.0 $ 81.5 
Net Income Attributable to Common Stockholders $ 75.2 $ 37.6 
Operating Margin 29% 22% 
Operating Margin, as adjusted* 45% 38% 
Per Share Data 
Weighted Average Shares Outstanding — Diluted (in thousands) 8,433 8,073 
Earnings per Share — Diluted $ 8.92 $ 4.66 
Assets Under Management 
(dollars in millions) 
Ending AUM $ 57,739.6 $ 45,537.0 
By product (12/31/2013): 
@ Long-term Open-End Mutual Funds $36,367.7 
@ Closed-End Mutual Funds 6,499.6 
@ Money Market Mutual Funds 1,556.6 
@ Variable Insurance Funds 1,311.8 
@ Separately Managed Accounts! 7,433.1 
@ Institutional Products! 4,570.8 
Total $57,739.6 
By investment category (12/31/2013): 
@ Equity $33,610.7 
@ Fixed Income 15,829.4 
@ Alternatives? 6,711.9 
@ Cash Management 1,587.6 
Total $57,739.6 


! Includes assets under management related to options strategies 

* Includes assets under management primarily related to options, long/short strategies and real estate securities 

* Certain supplemental performance measures are provided in addition to, but not as a substitute for, performance measures determined in accordance with GAAP. These 
supplemental measures may not be comparable to non-GAAP performance measures of other companies. “Operating Income, as Adjusted” and “Operating Margin, as 
Adjusted” are supplemental non-GAAP measures that net the distribution and administration expenses against the related revenue and remove certain non-cash and 
other identified amounts. For our definition of these terms, as well as a reconciliation to GAAP measures, see “Reconciliation of Revenues, Operating Expenses and 
Operating Income on a GAAP Basis to Revenues, Operating Expenses and Operating Income, As Adjusted” in the Supplemental Financial Information, included as an 
attachment to this annual report after the Form 10-K. 

This report may contain forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995 which, by their nature, are subject to 

significant risks and uncertainties. Virtus Investment Partners, Inc. intends for these forward-looking statements to be covered by the safe harbor provisions of the federal 

securities laws relating to forward-looking statements. For a further discussion, see “Forward Looking Statements” on page 16 of the attached Form 10-K. 


MESSAGE TO SHAREHOLDERS 


Fellow Shareholders, 


Virtus Investment Partners again delivered very strong 
financial and operating results in 2013, and our 
accomplishments during the year continued the success 
that has distinguished Virtus throughout our first five 
years as a public company. 


In 2013 our achievements were broad-based and 
substantial, and they included increased sales, net flows, 
assets under management and operating income; the 
introduction of new investment capabilities; continued 
expansion of our distribution resources; and a 


strengthened capital position. 


4, 


Our accomplishments over the past five years are the 
function of a distinctive value proposition, an attractive 
business model that generates multiple growth 
opportunities, and the focused execution of a clearly 
defined operating strategy. These elements have been 


essential to our continued success and were the catalyst 


for generating strong financial and operating results 
in 2013. 


Collective Strength 


Virtus Investment Partners (NASDAQ: VRTS) 

is a distinctive partnership of boutique 
investment managers singularly committed 

to the long-term success of individual and 
institutional investors. Our multi-style, 
multi-manager approach gives advisors and 
their clients unique access to a broad array of 
investment capabilities from a dynamic group 
of affiliated managers and select subadvisers, 
each with a distinct investment style, 
autonomous investment process and 
individual brand. The combined strength and 
disciplined, institutional-quality strategies of 
our investment partners offer solutions that 
meet a wide variety of investor preferences. 


Mark C. Treanor 
Chairman 
Board of Directors 


George R. Aylward 
President and 
Chief Executive Officer 
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MESSAGE TO SHAREHOLDERS 


Attractive Investment Capabilities 


We provide a broad array of high-quality and differentiated 
investment strategies that are managed by boutique 
investment managers with distinct investment styles. 
These strategies are intended to help clients build a 
well-diversified investment portfolio to address 

changing market cycles and meet their personal 
investment preferences. 


In a year when there were meaningful shifts in investor 
preferences in response to changes in the financial 
markets, we achieved significant year-over-year sales 
growth in the major asset classes as a result of having 
attractive products in domestic and international equity, 
alternative, and fixed income strategies. In order to 
maintain a well-diversified portfolio of products, we 
continue to add new investment strategies and capabilities 


that will be responsive to the needs of our clients. New 
strategies introduced in 2013 included a fund that invests 
in emerging markets by using a high-quality approach, 
and a fund that uses an options strategy to seek long-term 
capital appreciation with lower volatility than the broader 
stock market. We also added the capabilities of an 
international equity manager, Kleinwort Benson Investors 
International (KBII), which offers income-oriented equity 
and resource strategies. 


Alternative strategies are a growing area of focus for 
investors, and we expect these types of products will 
become a more substantial part of portfolios as 
individuals look for greater diversification through the 
use of non-correlated strategies. To complement our 
existing alternative strategies, we established a new 
majority-owned affiliate, Cliffwater Investments, which 
will Ssubadvise a series of multi-strategy, multi-manager 
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12/31/11 12/31/12 12/31/13 


alternative mutual funds that will be introduced in 2014. 
Cliffwater Investments is a partnership with Cliffwater LLC, 
a company that is recognized as a leading alternative 
advisory consultant and provider of diversification 
strategies for institutional clients. 


We maintained strong relative performance across our 
diverse product set, and at December 31, 2013, 91 
percent of long-term open-end mutual fund assets were 
in 5-, 4- and 3-star Morningstar-rated funds (on a 
load-waived basis). This represented 87 percent of equity 
mutual fund assets and 99 percent of fixed income assets 
in top-rated funds in domestic equity, international equity, 
fixed income and alternative strategies.! 


Effective Distribution 


Our broad array of product offerings is available to 
individual investors through a highly effective retail 
distribution model that gives financial advisors one-point 
access to the investment capabilities and strategies of our 
boutique managers. The success of this approach was 
reinforced in 2013 as we generated our highest levels of 
total and mutual fund sales and net flows, including a 

55 percent increase in mutual fund sales. 


> Sales of all investment products increased 48 percent 
to $21.3 billion from $14.4 billion in 2012, primarily from 
the increase in long-term open-end mutual funds sales. 
Fund sales grew to $19.1 billion from $12.3 billion in 
2012 sales, and since 2009 have grown at an average 
annual rate of 62 percent. 


> Total positive net flows in 2013 were $8.1 billion, a 20 
percent increase from $6.7 billion in 2012. Our mutual 
fund organic growth rate — which is fund net flows as a 
percentage of beginning-of-year assets — was 31 percent, 
which remained well above industry averages. 


> Assets under management increased 27 percent to 
$57.7 billion at December 31, 2013, on the strength of 
the positive net flows, primarily from mutual funds, and 
market appreciation of $4.9 billion. Also supporting the 
asset growth were year-over-year increases in both 
separately managed account and institutional product 
sales. Separately managed account sales were $1.4 
billion in 2013, an increase of 17 percent from 2012, 
and institutional sales increased by 83 percent to 
$796.3 million. 


As part of our long-term strategy, we intend to distribute 
investment strategies outside the United States. In 2013 
we established the foundation for these efforts with the 
Virtus Global Funds plc, an offshore collective investment 
platform, and introduced its first offering, the Virtus GF 
Multi-Sector Short Duration Bond Fund that is managed 
by our Newfleet Investment Management affiliate. 


1 Additional information regarding investment performance is included as an attachment to this annual report after the Form 10-K. 
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MESSAGE TO SHAREHOLDERS 


Record Operating Results 


The continued growth in assets under management from 
positive net flows and market appreciation, as well as the 
benefit of our variable operating structure and the 
inherent leveragability of the business, resulted in 
significant increases in operating earnings in 2013. 


> Revenue increased by 39 percent to $389.2 million 
from $280.1 million in 2012 as a result of the significant 
increase in assets under management and the higher 
percentage of equity and alternative assets, which 
typically command higher investment management fees. 


> Operating income, as adjusted, which is the non-GAAP 
performance measure that we believe best illustrates the 
ongoing earnings of the company, increased by 61 
percent to $131.0 million from $81.5 million in 2012. 
The related margin grew to 45 percent from 38 percent, 
reflecting the leveragability of the business and our ability 
to add assets and revenues with a modest expansion of 
our fixed-cost base. Operating income, the comparable 
GAAP metric, grew 88 percent to $113.5 million from 
$60.4 million. Net income attributable to common 
shareholders was $75.2 million, or $8.92 per diluted 
common share in 2013, an increase of 91 percent from 
$4.66 per diluted common share in 2012.2 


These accomplishments, and the success we achieved 
in 2013, were reflected in Virtus’ stock price, which 
appreciated 65.4 percent during 2013. It was the fifth 
consecutive year that our stock outperformed the 
composite of traditional asset management companies’ 
stock prices as well as the broader market indices.* 


Strong Capital Position 


Consistently solid financial and operating performance 
has strengthened our balance sheet, increased 
financial flexibility, and supported our significant, 
sustained growth. 


> We expanded our capital position in 2013 with the 
completion of an equity offering that raised $192 million 
of capital. The offering allowed us to increase our existing 
seed program with permanent capital to enhance our 
product development activities and accelerate retail 
distribution access at key wirehouse firms. The seed 
capital program was increased by 144 percent to $123.6 
million from $50.6 million in 2012 by seeding several 
new and existing strategies. We also ended the year with 
no outstanding debt and with $75 million of capacity on 
our credit facility. 


> In 2013 we returned $27.2 million to shareholders — an 
increase of 30 percent from 2012 — in the form of share 
repurchases and net share settlements to mitigate 
shareholder dilution. We repurchased the equivalent of 
143,000 shares; completed the initial authorization of our 
multi-year share repurchase program; and authorized an 
additional 350,000-share program during the year. 


Our capital management activities demonstrate that we 
continue to manage our capital to provide maximum 
operating flexibility with the overriding objective of 
increasing shareholder value. 


2 The reconciliation of non-GAAP measures to GAAP measures is included as an attachment to this annual report after the Form 10-K. 
3 The list of traditional asset management companies is included as an attachment to this annual report after the Form 10-K. 
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Opportunities for Growth 


Over the past five years, we have demonstrated the 
capacity to successfully respond to volatile and rapidly- 
changing financial markets. We have leveraged the 
advantages of our multi-style, multi-manager approach 
and successfully executed on our strategy to offer 
distinctive products through broad distribution. As a 
result, we have provided investors with attractive 
investment options and delivered consistent strong 
operating and financial results. 


Today we are well positioned to sustain the 
success of our business, and we believe that 
our products, distribution strategies and 
strong capital position give us multiple 
opportunities for growth. 


As we mark our fifth year as a public company, our 
sincere appreciation goes to the employees of Virtus 
whose dedication, entrepreneurial spirit, and diligent 
efforts have been critical elements of the company’s 
success. We also thank our clients and business partners 
who have been a part of the remarkable growth of Virtus 
Investment Partners. 


On behalf of the entire board and management team, we 
are excited about the opportunities ahead and confident 
in our ability to continue delivering long-term value for 
our shareholders. 


Sincerely, 


George R. Aylward Mark C. Treanor 
President and Chairman 
Chief Executive Officer 
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BOARD OF DIRECTORS 


From left: James R. Baio, Susan S. Fleming, Timothy A. Holt, Mark C. Treanor, George R. Aylward, 
Russel C. Robertson, Diane M. Coffey, Edward M. Swan, Jr. 


George R. Aylward 
President and Chief Executive Officer 
Virtus Investment Partners 


James R. Baio! 

Chief Financial Officer, Treasurer 

and Executive Vice President (Retired) 
Franklin Templeton Investments 


Diane M. Coffey *° 
Managing Director and Partner 
Peter J. Solomon Company, Ltd. 


Susan S. Fleming, Ph.D.*4 
Consultant and Executive Educator 


Timothy A. Holt '4 

Senior Vice President and 

Chief Investment Officer (Retired) 
Aetna, Inc. 
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Russel C. Robertson 

Executive Vice President and Head, 
Anti-Money Laundering 

BMO Financial Group 


Edward M. Swan, Jr.'4 
President (Retired) 
FIS Group 


Mark C. Treanor *° 

Non-Executive Chairman of the Board of Directors 
Senior Partner (Retired) 

Treanor, Pope & Hughes 


Board Committees 
1 Audit 

? Compensation 

3 Governance 

* Risk and Finance 


PRINCIPAL CORPORATE OFFICERS 


From left: Michael A. Angerthal, Francis G. Waltman, George R. Aylward, W. Patrick Bradley, 
Mardelle W. Pefia, Mark S. Flynn 


George R. Aylward 
President, 
Chief Executive Officer and Director 


Michael A. Angerthal 
Executive Vice President 
Chief Financial Officer and Treasurer 


W. Patrick Bradley 
Senior Vice President 
Fund Services 


Mark S. Flynn 

Executive Vice President 
General Counsel and 
Corporate Secretary 


Mardelle W. Pena 
Senior Vice President 
Human Resources 


Francis G. Waltman 
Executive Vice President 
Head of Product Management 
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STRATEGIC PRIORITIES 


> Maintain a highly differentiated set of quality investment strategies in a variety of product 
structures from disciplined boutique managers 


> Enhance our distribution capabilities to increase market share in existing channels and develop 
opportunities in new channels 


> Enhance and align shared business support services to maximize the leveragability of the 
business 


> Attract and retain the right talent and individual capabilities to support the growth and success 
of the business 


> Optimize the business model and capital structure to best position the firm for continued growth 
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2013 FORM 10-K 


_VIRTUS 


INVESTMENT PARTNERS 


The information in Part III, Item 12 of this 10-K has been amended to reflect the revised information in Part 
IL, Item 12 of the 10-K/A Amendment No. | filed February 26, 2014. 


UNITED STATES 


SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 


FORM 10-K 


Xx] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 
For the fiscal year ended December 31, 2013 


or 
[] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 
For the transition period from to 


Commission file number 1-10994 


INVESTMENT PARTNERS 


VIRTUS INVESTMENT PARTNERS, INC. 


(Exact name of registrant as specified in its charter) 


Delaware 95-4191764 
(State or other jurisdiction of (1.R.S. Employer 
incorporation or organization) Identification No.) 


100 Pearl St., Hartford, CT 06103 


(Address of principal executive offices) 


Registrant’s telephone number, including area code 
(800) 248-7971 


Securities registered pursuant to Section 12(b) of the Act: 
Title of each class Name of each exchange on which registered 


Common Stock, $.01 par value The NASDAQ Stock Market LLC 
(including attached Preferred Share Purchase Rights) 


Securities registered pursuant to Section 12(g) of the Act: 


None 
(Title of class) 
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. [X! Yes No 
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Exchange Act. Yes [Xx] No 


Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 
1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such 
filing requirements for the past 90 days. |X| Yes No 


Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File 
required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such 
shorter period that the registrant was required to submit and post such files). [x] Yes No 


Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this chapter) is not contained 
herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by reference in 
Part III of this Form 10-K or any amendment to this Form 10-K. 


Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting 
company. See definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act. 


Large accelerated filer [X Accelerated filer 
Non-accelerated filer (Do not check if a smaller reporting company) Smaller reporting company 
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes [Xx] No 


The aggregate market value of the registrant’s voting and non-voting common equity held by non-affiliates computed by reference to the price at 
which the common equity was last sold (based on the closing share price as quoted on the NASDAQ Global Market) as of the last business day of the 
registrant’s most recently completed second fiscal quarter was $1,037,364,814. For purposes of this calculation, shares of common stock held or 
controlled by executive officers and directors of the registrant have been treated as shares held by affiliates. 


There were 9,105,521 shares of the registrant’s common stock outstanding on February 13, 2014. 


DOCUMENTS INCORPORATED BY REFERENCE 


Portions of the registrant’s Proxy Statement which will be filed with the SEC in connection with the 2014 Annual Meeting of Shareholders are 
incorporated by reference into Part III of this Form 10-K. 


PARTI 


Item 1. 
Item 1A. 
Item 1B. 
Item 2. 
Item 3. 
Item 4. 


PART II 


Item 5. 


Item 6. 
Item 7. 
Item 7A. 
Item 8. 
Item 9. 
Item 9A. 
Item 9B. 


PART III 


Item 10. 
Item 11. 
Item 12. 


Item 13. 
Item 14. 
PART IV 


Item 15. 


“We,” “us,” “our,” the “Company” and “Virtus” as used in this Annual Report on Form 10-K (“Annual 


Virtus Investment Partners, Inc. 


Annual Report on Form 10-K for the Fiscal Year Ended December 31, 2013 
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Report’’), refer to Virtus Investment Partners, Inc., a Delaware corporation, and its subsidiaries. 


PARTI 


Item 1. Business. 
Organization 


Virtus Investment Partners, Inc. (the “Company”) commenced operations on November 1, 1995 through a 
reverse merger with Duff & Phelps Corporation. The Company was a majority-owned subsidiary of The Phoenix 
Companies, Inc. (“PNX’”’) from 1995 to 2001, and a wholly-owned subsidiary of PNX from 2001 until 2008. In 
2008, PNX commenced a plan to spin off the Company to existing shareholders. As part of that plan, a subsidiary 
of the Bank of Montreal (“BMO”) acquired convertible preferred stock of the Company in October 2008. On 
December 31, 2008, PNX distributed 100% of Virtus common stock to PNX stockholders in a spin-off 
transaction. 


Our Business 


We are a provider of investment management and related services to individuals and institutions. We use a 
multi-manager, multi-style approach, offering investment strategies from affiliated managers and select 
unaffiliated subadvisers, each having its own distinct investment style, autonomous investment process and 
individual brand. By offering a broad array of products, we believe we can appeal to a greater number of 
investors which allows us to have opportunities across market cycles and through changes in investor 
preferences. 


We provide our products in a number of forms and through multiple distribution channels. Our retail 
products include open-end mutual funds, closed-end funds, variable insurance funds and separately managed 
accounts. Our open-end mutual funds are distributed through intermediaries. Our closed-end funds trade on the 
New York Stock Exchange. Our variable insurance funds are available as investment options in variable 
annuities and life insurance products distributed by third-party life insurance companies. Separately managed 
accounts are comprised of intermediary programs, sponsored and distributed by unaffiliated brokerage firms, and 
private client accounts, which are offerings to the high net-worth clients of our affiliated managers. We also 
manage institutional accounts for corporations, multi-employer retirement funds, public employee retirement 
systems, foundations and endowments. Our earnings are primarily driven by asset-based fees charged for 
services relating to these products including investment management, fund administration, distribution and 
shareholder services. These fees are based on a percentage of assets under management (“AUM”) and are 
calculated using daily or weekly average assets, quarter-end assets, or average month-end assets. 


Our Investment Managers 


Our investment management services are provided by investment managers who are registered investment 
advisers under the Investment Advisers Act of 1940, as amended (the “Investment Advisers Act’). The 
investment managers are responsible for portfolio management activities for our retail and institutional products 
operating under advisory or subadvisory agreements. We provide our affiliated managers with distribution, 
operational and administrative support, thereby allowing each affiliated manager to focus on investment 
management. We also engage select unaffiliated subadvisers for certain of our open-end mutual funds and 
variable insurance funds. At December 31, 2013, $24.1 billion or 41.8% of our assets under management were 
managed by unaffiliated subadvisers. We monitor the quality of our managers’ services by assessing their 
performance, style, consistency and the discipline with which they apply their investment process. 


Our investment managers and their respective assets under management, styles and strategies are as follows: 


Affiliated Managers 
Kayne 
Anderson 
Duff & Phelps Newfleet Rudnick Rampart 
Investment Asset Investment Zweig/Euclid Investment Newfound Cliffwater 
Management Management Management Advisors Management Investments Investments (1) 
AUM at 
December 31, 2013 
($ in billions) $9.2 $12.2 $9.1 $1.7 $1.4 $0.0 $0.0 
Location Chicago, IL Hartford, CT Los Angeles, CA New York, NY Boston, MA Hartford, CT Hartford, CT 
Investment Style Quality-oriented, Multi-sector, Quality at a Growth at a Systematic, Quantitative, Multi-manager 
equity income; value-driven reasonable price _ reasonable price, disciplined tactical model Alternative 
high quality fixed fixed income high quality options solutions driven portfolios Portfolios 
income fixed income 
Investment Types 
Equities e Utilities e Large,Mid& « Large Cap e« Low « Domestic and e Global 
Small Cap Core Volatility International Income 
Core/ Growth/ Tactical Asset 
Value Allocation 
e International & e International 
een, 
Markets Small- 
Cap 
Fixed Income e Tax e Multi-sector + California e US. ¢ Core Plus - Emerging 
Advantaged Municipals Government Markets 
: Grade Agencies 
e High Grade e Core 
Core 
e Municipals e Core Plus e Intermediate e Investment e Inflation 
e Bank Loans Total Return & Grade Linked 
e High Yield Government Corporates 
e Municipals e Sovereign 
- Emerging 
Markets 
Alternative e REITs e Options e REITs 
Strategies 
e Infrastructure « MLPs 
e MLPs ¢ Long/Short 
Strategies 
e Event 
Driven 
Credit 
e Infrastructure 
¢ Convertible 
Arbitrage 
« Global 
Macro 
e Commodities 
Products 
Open-End 
utual Funds v v v v v 
Closed-End 
Funds v v v 
Variable 
Insurance 
Funds v v v 
Separately 
Managed 
Accounts v v v v 
Institutional v v v v v 


(1) On October 28, 2013, the Company established Cliffwater Investments in partnership with Cliffwater, LLC., 
a leading advisory firm that provides institutional investors with portfolio diversification through alternative 
investments. 


Our Investment Products 


Our assets under management are comprised of open-end mutual funds, closed-end funds, variable 
insurance funds, separately managed accounts (intermediary sponsored and private client) and institutional 
accounts (traditional institutional mandates and structured products). 


Assets Under Management By Product as of December 31, 2013 


($ in billions) 

Retail Products 
Mutual fund assets 

Open-end miutual funds 3. 2.6462 oiediandkew eee eid Shed cee ehe eed takes $37.9 

Closed-end Hand: .éccund b xpirea scntatgae BR aS eee Hears and ae ba aa arena 6.5 
Total mutual fund assets 2.0.20... 00... t eee eee neee 44.4 
Vaniableinsurance funds: «40. 464-5c0 das dcdiacodaawadsaatiga-dd Haha whad Paani a 1.3 
Separately managed accounts ........ 0... cee ec cee eee eee 74 
Total'retail assets sz s62.2.65d-bahan bec. ¥e eee S a Snel a ee OURO OR Hea eS 53.1 
Total institutional assets ........0.00 0.00. ee tent nen eens 4.6 
Total AUM ...2.22.2-¢, sci Sie deoe Sao aret hee bat oti GA aekod ed et eae Sa ae Ga deole aes $57.7 


Open-End Mutual Funds 


As of December 31, 2013, we managed 49 U.S. domiciled open-end mutual funds with total assets of $37.9 
billion. Our U.S. domiciled, open-end mutual funds are in a variety of asset classes (equity, fixed income, money 
market, asset allocation and alternative investments), in all market capitalizations (large, mid and small), in 
different styles (growth, blend and value) and with various investment approaches (fundamental, quantitative and 
thematic). In 2013, we established an Ireland domiciled open-end mutual fund platform under the European 
Union framework for Undertakings for Collective Investment in Transferable Securities (“UCITS”), which we 
refer to as Global Funds, to offer select investment strategies to non-US investors and launched our initial Global 
Fund. At December 31, 2013, assets under management in this fund were $20.1 million. 


Our open-end mutual funds as of December 31, 2013 are as follows: 


Advisory 3-Year 


Fund Type/Name Inception Assets Fee (1) Return (2) 
($ in millions) (%) (%) 
Alternatives 
Virtus Dynamic Alpha-Sector Fund ............ 00.000. c eee eee eee eee 1998 $2,883.4 1.50-1.40 9.01 
Virtus Real Estate Securities Fund ........ 00.000. c ccc eee eee 1995 1,325.4 0.75-0.65 8.57 
Virtus'Global Dividénd Fund) s.iacciis case tees cones eae ees eae em ane 2004 144.2 0.65-0.55 12.77 
Virtus Alternatives Diversifier Fund (3) ........... 0.0000 e eee eee eee 2005 49.4 0.00 2.87 
Virtus Global Real Estate Securities Fund .................0 0000 e ee eee 2009 42.9 0.85-0.75 8.13 
Virtus International Real Estate Securities Fund .....................4- 2007 41.2 1.00-0.90 7TA4 
Virtus Global Commodities Stock Fund ............... 0.0. e eee eee eee 2011 24.4 1.00-0.90 n/a 
Vartus Herzfeld Fund! x005 406 tink eine eed eba de LAR Gee eden 2012 13.0 1.00-0.95 n/a 
Asset Allocation 
Virtus Allocator Premium AlphaSector™ Fund .................0.2.00. 2011 674.1 1.10-1.00 n/a 
Warts: Balanced Bun | o.< cctenievsce ssrctid.acevertveiinle etdeeeus Giaigoh a ialin eet eee yesatayards 1975 610.0 0.55-0.45 9.51 
Virtus Tactical Allocation Fund .............. 000 cee cece eee eee 1940 197.7 0.70-0.60 10.11 
Equity 
Virtus Premium AlphaSector™ Fund .......60. 006s bb ce cece eee eaes 2010 6,970.4 1.10 12.64 
Virtus AlphaSector™ Rotation Fund ........... 00.000 c cee eee 2003 765.6 0.45-0.40 14.48 
Virtus: Small-Cap Core Fund oycc. evs. coa-e ecahinna quaisiiesd euaransn aed Gualaln ies genane 1996 528.4 0.75 16.19 
Virtus Mid-Cap Value Fund ......... 00.0.0 0 cece ee eee eee eee 1997 435.5 0.75-0.70 16.35 
Virtus Strategic Growth Pun) «0.006 .0c ec Sheek oie es ede ete a 1995 432.0 0.70-0.60 11.86 
Virtus:Quality Small-Cap Fund: 4 idee cee eee he ge ke eee eas 2006 287.3 0.70 16.84 
Virtus Growth & Income Fund .............6 00. e cece eee 1997 149.7 0.75-0.65 12.96 
Virtus Small-Cap Sustainable Growth Fund ...................002000. 2006 132.8 0.90-0.80 22.28 
Virtus Mid-Cap Growth Fund ...... 0.2.0... cece eee eee 1975 92.7 0.80-0.70 10.07 
Virtus Wealth Masters Fund ........... 2.0.00. cece eee ene e eens 2012 83.0 0.85-0.80 n/a 
Virtus Quality Large-Cap Value Fund ............... 0.000 e cee eee 2005 67.7 0.75-0.65 13.04 
Virtus. Mid-Cap: Core Fund 3.64. isccc cies cetewedt nese eb dae te tae nes 2009 4.5 0.80-0.70 14.60 
Virtus Low Volatility Equity Fund ............... 00.0.0 2013 1.8 0.95-0.85 n/a 
Virtus Disciplined Equity Style Bund isic.cc isc eesiccs sos nereare ou ees tas ee esas 2012 1.7 1.00-0.90 n/a 
Fixed Income 
Virtus Multi-Sector Short Term Bond Fund .................0..0000005 1992 8,335.7 0.55-0.45 4.61 
Virtus Senior Floating Rate Fund ............. 0.0.0. 2008 1,060.5 0.60-0.50 5.42 
Virtus Multi-Sector Intermediate Bond Fund ....................0.005- 1989 363.1 0.55-0.45 6.35 
Virtus Tax-Exempt Bond Fund o:..iic sen cced of scars ack bie deevaeid diel dyes ed ereds 1996 201.0 0.45 4.80 
Virtus Low Duration Income Fund ............... 0000 eee eee 1996 117.2 0.55-0.45 3.53 
Vartus: High Yaeld BUN 60 sos es disvarevartction ies settee Aidue dune aim aaah onaiers dunnctsa 1980 97.1 0.65-0.55 8.36 
Warts: BOT HUI ssc tee lace: ep teanet eas arb itln oie eres Guarana teeta Suattisfaud as 1998 80.0 0.45-0.40 4.74 
Virtus CA Tax-Exempt Bond Fund ................. 0.00 e eee eee 1983 46.1 0.45-0.35 5.66 
Virtus Emerging Markets Debt Fund ..................00 00000 e ee eee 2012 27.6 0.75-.0.70 n/a 
Virtus Disciplined Select Bond Fund isc. sc cnct autocad ee aeaes ee ees 2012 1.0 0.80-0.70 n/a 


Advisory 3-Year 


Fund Type/Name Inception Assets Fee (1) Return (2) 
($ in millions) (%) (%) 
International/Global 
Virtus Emerging Markets Opportunities Fund ....................0000, 1997 7,711.0 1.00-0.95 2.92 
Virtus Foreign Opportunities Fund .............0 0.0000 e cee eee eee eee 1990 1,888.7 0.85-0.75 8.45 
Virtus Global Premium AlphaSector™ Fund ...............00 0.000000 2011 175.0 1.10-1.00 n/a 
Virtus Global Opportunities Fund ............ 0.0.00. e eee eee eee 1960 118.2 0.85-0.75 13.41 
Virtus Emerging Markets Equity Income Fund....................0000. 2012 89.5 1.05-1.00 n/a 
Virtus International Small-Cap Fund .......... 0.0.0... c cee eee eee 2012 38.0 1.00-0.95 n/a 
Virtus Greater European Opportunities Fund ................0...00000. 2009 18.3 0.85-0.80 12.42 
Virtus Greater Asia ex Japan Opportunities Fund ...................000. 2009 10.3 1.00-0.95 2.46 
Virtus International Equity Fund ............. 0.0... c eee ee ee eee 2010 6.2 0.85-0.75 9:55 
Virtus Emerging Markets Small Cap Fund ..................0...00000. 2013 3.0 1.20-1.15 n/a 
Virtus Disciplined Select Country Fund ...................00 00000 e eee 2012 1.3 1.10-1.00 n/a 
Global Fund (4) 
Virtus GF Multi-Sector Short Duration Fund ................0....0000. 2013 20.1 0.65-0.55 n/a 
Money Market Funds 
Virtus Insight Government Money Market Fund .....................0. 1988 1,047.0 0.14-0.10 0.01 
Virtus Insight Money Market Fund ........... 0.0.0.0. c cee eee eee 1988 361.9 0.14-0.10 0.01 
Virtus Insight Tax-Exempt Money Market Fund ...................0... 1988 147.7 0.14-0.10 0.01 
$37,924.3 
(1) Percentage of average daily net assets of each fund. The percentages listed represent the range of 


(2) 
(3) 


(4) 


management advisory fees paid by the funds, from the highest to the lowest. A range indicates that the fund 
has breakpoints at which management advisory fees decrease as assets in the funds increase. We pay 
subadvisory fees on funds managed by unaffiliated subadvisers, which are not reflected in the percentages 
listed. 

Represents average annual total return performance of the largest share class as measured by net assets for 
which performance data is available. 

This fund invests in other Virtus open-end mutual funds as well as unaffiliated exchange traded funds. The 
related assets invested in other Virtus open-end mutual funds are reflected only in the balances of the 
respective funds. 

In 2013, we established an Ireland domiciled open-end mutual fund platform under the European Union 
framework for UCITS, which we refer to as Global Funds, to offer select investment strategies to non-US 
investors and launched our initial Global Fund. 


Past performance does not guarantee future results. Investment return and principal value will fluctuate so 


that shares, when redeemed, may be worth more or less than their original cost. 


Closed-End Funds 


We managed eight closed-end funds as of December 31, 2013, each of which is traded on the New York 
Stock Exchange, with total assets of $6.5 billion. Closed-end funds do not continually offer to sell and redeem 
their shares; rather, daily liquidity is provided by the ability to trade the shares of these funds at prices that may 
be above or below the shares’ net asset value. Our closed-end funds are comprised of various fixed income and 
equity strategies provided by three of our affiliated managers. 


Our closed-end funds as of December 31, 2013 are as follows: 


Advisory 
Fund Type/Name Assets Fee 
($ in billions) % 
Balanced 
DNP Select Income Fund Inc................. $3.4 0.60-0.50 (1) 
Zweig Total Return Fund Inc. ................ 0.5 0.70 (2) 
Virtus Total Return Fund ................... 0.2 0.85 (2) 
Equity 
Duff & Phelps Global Utility Income Fund 
NING eters. 2 scot oak ayers ded ncn eee ee ei ese ta os 1.1 1.00 (1)(3) 
Zweig Fund Inc. ........... 0. eee eee eee 0.4 0.85 (2) 
Fixed Income 
Duff & Phelps Utility and Corporate Bond Trust 
MN aes aoe ces eos aes Seo Ge Se ree ee 0.4 0.50 (1) 
Virtus Global Multi-Sector Income Fund ....... 0.3 0.95 (2) 
DTF Tax-Free Income Inc. .................. 0.2 0.50 (1) 


Total Closed-End Funds .................. $6.5 


(1) Percentage of average weekly net assets. The percentage listed represents the range of management advisory 
fees paid by the funds, from the highest to the lowest. A range indicates that the fund has breakpoints at 
which management advisory fees decrease as assets in the fund increase. 

(2) Percentage of average daily net assets of each fund. 

(3) The adviser has contractually agreed to waive a portion of its fee for a period of time, which is not reflected 
in the percentage listed. 


Separately Managed Accounts 


Separately managed accounts are individually owned portfolios. Separately managed accounts include 
intermediary sponsored programs, whereby an intermediary assists individuals in identifying their investment 
objectives and hires investment managers that have been approved by the broker-dealer to fulfill those objectives 
and private client accounts that are accounts of high net-worth individuals who are direct clients of our affiliated 
managers. Separately managed account assets totaled $7.4 billion at December 31, 2013. 


Institutional Accounts 


We offer a variety of equity and fixed income strategies to institutional clients, including corporations, 
multi-employer retirement funds, public employee retirement systems, foundations and endowments. We also act 
as the collateral manager for structured finance products, such as collateralized loan obligations and 
collateralized bond obligations, collectively referred to as collateralized debt obligations (“CDOs”). Our 
institutional assets under management totaled $4.6 billion as of December 31, 2013. 


Variable Insurance Funds 


Our variable insurance funds are available as investment options in variable annuities and life insurance 
products distributed by third-party life insurance companies. 
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Our variable insurance funds as of December 31, 2013 are as follows: 


Advisory 
Fund Type/Name Assets Fee (1) 
($ in billions) % 

Equity 

Virtus International Series ................05. $0.3 0.75-0.65 

Virtus Capital Growth Series ................. 0.2 0.70-0.60 

Virtus Growth and Income Series ............. 0.2 0.70-0.60 

Virtus Small-Cap Growth Series .............. 0.1 0.85 

Virtus Real Estate Securities Series ............ 0.1 0.75-0.65 

Virtus Small-Cap Value Series ............... 0.1 0.90 
Fixed Income 

Virtus Multi-Sector Fixed Income Series ....... 0.2 0.50-0.40 
Asset Allocation 

Virtus Strategic Allocation Series ............. 0.1 0.60-0.50 

Total Variable Insurance Funds ............ $1.3 


(1) Percentage of average daily net assets of each fund. The percentage listed represents the range of 
management advisory fees paid by the funds, from the highest to the lowest. A range indicates that the fund 
has breakpoints at which management advisory fees decrease as assets in the fund increase. Subadvisory 
fees paid on funds managed by unaffiliated subadvisers are not reflected in the percentages listed. 


Our Investment Management, Administration and Transfer Agent Fees 


Our net investment management fees, administration fees and net transfer agent fees earned in each of the 
last three years were as follows: 


Years Ended December 31, 
2013 2012 2011 
($ in thousands) 
Investment management fees, net: 
Open-end mutual funds ............ 0.00. e cee eee eee $166,596 $109,327 $ 68,831 
Closed-end fund §: 3.3. 2 s.2.03 a6 sw ARE Ses Aa S 39,921 35,361 26,345 
Variable insurance funds ........... 0.000000 cc eee 7,347 6,388 6,125 
Separately managed accounts ............020 eee ee eee 31,510 23,245 19,166 
Institutional accounts ..... 0.0.0.0... ccc eee 15,183 13,554 14,596 
Total investment management fees, net ............ 260,557 187,875 135,063 
Administration fees 1... 0... 0. ce eee 33,736 23,646 16,695 
Transfer agent 1€€8) i .0pci cbs heed dae iade eee amesaed 14,449 10,133 7,183 
VT OWAl ; secs. fens ts ck peeks Avalos. dis Betas teaon abe $308,742 $221,654 $158,941 


Investment Management Fees 


We provide investment management services pursuant to investment management agreements with one of 
our affiliated investment advisers (each, an “Adviser’”). With respect to our open-end mutual funds, closed-end 
funds and variable insurance funds, the Adviser provides overall management services to a fund, subject to 
supervision by the fund’s board of directors, pursuant to agreements that must be approved annually by each 
fund’s board of directors and which may be terminated by either party upon written notice, or automatically, in 
certain situations, such as a “change in control” of the Adviser. We earn fees based on each fund’s average daily 
or weekly net assets with most fee schedules providing for rate declines or “breakpoints” as asset levels increase 
to certain thresholds. For funds managed by a subadviser, the agreement provides that the subadviser manage the 
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day-to-day operations of the fund’s portfolio and receive a management fee from the Adviser based on the 
percentage of average daily net assets in the funds they subadvise or a percentage of the Adviser’s management 
fee. Each fund bears all expenses associated with its operations. In some cases, to the extent total fund expenses 
exceed a specified percentage of a fund’s average net assets, the Adviser has agreed to reimburse the funds for 
such excess expenses or voluntarily waive a portion of its fee for a period of time. 


For separately managed accounts and institutional accounts, fees are negotiated and are based primarily on 
asset size, portfolio complexity and individual client requests. 


We act as the collateral manager for structured finance products, which are comprised of CDOs. Fees 
consist of both senior and subordinated management fees. Senior management fees are calculated at a contractual 
fee rate applied against the current par value of the total collateral being managed. Subordinated management 
fees, also calculated against the current par value of the total collateral being managed, are recognized only after 
certain portfolio criteria are met. 


Administration Fees 


We provide fund administration services to our open-end mutual funds, variable insurance funds and certain 
of our closed-end funds. We earn fees based on each fund’s average daily or weekly net assets. Administrative 
services include recordkeeping, preparing and filing documents required to comply with federal and state 
securities laws, legal administration and compliance services, supervising the activities of the funds’ other 
service providers, providing assistance with fund shareholder meetings, as well as providing office space, 
equipment and personnel that may be necessary for managing and administering the business affairs of the funds. 


Transfer Agent Fees 


We provide shareholder services to our open-end mutual funds. We earn fees based on each fund’s average 
daily or weekly net assets. Shareholder services include maintaining shareholder accounts, processing 
shareholder transactions, preparing filings and performing necessary reporting, among other things. We engage 
third-party service providers to perform certain aspects of the shareholder services. 


Our Distribution Services 


We distribute our open-end mutual funds through financial intermediaries. We have broad access in the 
retail market, with distribution partners that include national and regional broker-dealers and independent 
financial advisory firms. Our sales efforts are supported by regional sales professionals, a national account 
relationship group, and separate teams for the retirement and insurance markets. 


Our separately managed accounts are distributed through financial intermediaries and directly by teams at 
our affiliated managers. Our institutional distribution strategy is an affiliate-centric model. Through relationships 
with consultants, they target key market segments, including foundations and endowments, corporate, and public 
and private pension plans. 


Our Broker-Dealer Services 


VP Distributors, LLC (“VPD”), a wholly-owned subsidiary of the Company, is a broker-dealer registered 
under the Securities Exchange Act of 1934, as amended (the “Exchange Act”) and is a member of the Financial 
Industry Regulatory Authority (“FINRA”). VPD serves as principal underwriter and distributor of our open-end 
mutual funds and our separately managed accounts. Open-end mutual fund shares are distributed by VPD under 
sales agreements with unaffiliated financial intermediaries. VPD also markets advisory services to sponsors of 
separately managed account programs. 


Our Competition 


We face significant competition from a wide variety of financial institutions, including other investment 
management companies, as well as from proprietary products offered by our distribution partners such as banks, 
broker-dealers and financial planning firms. Competition in our businesses is based on several factors including 
investment performance, access to distribution channels, service to financial advisers and their clients and fees 
charged. Our competitors, many of which are larger than we are, often offer similar products, use similar 
distribution sources, offer less expensive products, have greater access to key distribution channels and have 
greater resources than we do. 


Our Regulatory Matters 


We are subject to regulation by the Securities and Exchange Commission (“SEC”), FINRA and other 
federal and state agencies and self-regulatory organizations. Each affiliated manager and unaffiliated subadviser, 
is registered with the SEC under the Investment Advisers Act. Each open-end mutual fund, closed-end fund, and 
each series of our variable insurance fund is registered with the SEC under the Investment Company Act of 1940. 
Our Global Fund is subject to regulation by the Central Bank of Ireland (“CBI”). The Global Fund and each 
investment manager and sub-investment manager to the Global Fund is registered with the CBI. 


The financial services industry is highly regulated and failure to comply with related laws and regulations 
can result in the revocation of registrations, the imposition of censures or fines, and the suspension or expulsion 
of a firm and/or its employees from the industry. All of our U.S.-domiciled open-end mutual funds are currently 
available for sale and are qualified in all 50 states, Washington, D.C., Puerto Rico, Guam and the U.S. Virgin 
Islands. Our Global Fund is available for sale in Ireland and may be sold through financial intermediaries to 
investors who are not citizens of or residents in the United States. Most aspects of our investment management 
business, including the business of the unaffiliated subadvisers, are subject to various U.S. federal and state laws 
and regulations. 


Our officers, directors, and employees may, from time to time, own securities that are also held by one or 
more of our funds. Our internal policies with respect to personal investments are established pursuant to the 
provisions of the Investment Company Act and/or the Investment Advisers Act. Employees, officers and 
directors who, in the function of their responsibilities to us, meet the requirements of the Investment Company 
Act, Investment Advisers Act, and/or of FINRA regulations, must disclose personal securities holdings and 
trading activity. Those employees, officers and directors with investment discretion or access to investment 
decisions are subject to additional restrictions with respect to the pre-clearance of the purchase or sale of 
securities over which they have investment discretion or beneficial interest. Other restrictions are imposed upon 
supervised persons with respect to personal transactions in securities held, recently sold or contemplated for 
purchase by our mutual funds. All supervised persons are required to report holdings and transactions on an 
annual and quarterly basis pursuant to the provisions of the Investment Company Act and Investment Advisers 
Act. In addition, certain transactions are restricted so as to seek to avoid the possibility of improper use of 
information relating to the management of client accounts. 


Our Employees 


As of December 31, 2013, we had 376 full time equivalent employees. None of our employees is 
represented by a union. 


Available Information 


Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and all 
amendments to these reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act, as well as 
proxy statements, will be available free of charge on our website located at www.virtus.com as soon as 
reasonably practicable after they are filed with or furnished to the SEC. You may also read and copy any 
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document we file at the SEC’s Public Reference Room at 100 F Street N.E., Washington, D.C. 20549. Please call 
1-800-SEC-0330 for further information on the operation of the Public Reference Room. Reports, proxy 
statements and other information regarding issuers that file electronically with the SEC, including our filings, are 
also available to the public on the SEC’s website at http://www.sec.gov. 


A copy of our Corporate Governance Principles, our Code of Conduct, and the charters of our Audit 
Committee, Compensation Committee, Governance Committee and Risk and Finance Committee are posted on 
our website, www.virtus.com, under “About Us,” “Investor Relations,” “Corporate Governance” and are 
available in print to any person who requests copies by contacting Investor Relations by email to: 
investor.relations @ virtus.com or by mail to Virtus Investment Partners, Inc., c/o Investor Relations, 100 Pearl 
Street, Hartford, CT 06103. Information contained on the website is not incorporated by reference or otherwise 
considered part of this document. 
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Item 1A. Risk Factors 


This section describes some of the potential risks relating to our business, such as market, liquidity, 
operational, reputation and regulatory. The risks described below are some of the more important factors that 
could affect our business. You should carefully consider the risks described below, together with all of the other 
information included in this Annual Report on Form 10-K, in evaluating the Company and our common stock. If 
any of the risks described below actually occur our business, revenues, profitability, results of operations, 
financial condition, cash flows, reputation and stock price could be materially adversely affected. 


We earn substantially all of our revenues based on assets under management and therefore a reduction in 
assets under management would reduce our revenues and profitability. Assets under management fluctuate 
based on many factors including: market conditions, investment performance and client withdrawals. 


The majority of our revenues are generated from asset-based fees from investment management products 
and services to individuals and institutions. Therefore, if the assets under management decline, our fee revenues 
decline reducing profitability as some of our expenses are fixed. There are several reasons that assets under 
management could decline as discussed below: 


Domestic and global market conditions in the equity and credit markets, which have experienced significant 
volatility and uncertainty, can influence assets under management. The value of assets under management can 
decline due to price declines in specific securities, in the securities markets generally, or in specific market 
segments or geographic areas where those assets are invested. Funds and portfolios that we manage related to 
certain geographic markets and industry sectors are also vulnerable to political, social and economic events. If 
the security markets decline or experience volatility, this could have a negative impact on our assets under 
management and our revenues. Increases in interest rates from their present, historically low levels also may 
adversely affect the net asset values of our assets under management. Decreases in interest rates could lead to 
outflows in our fixed income assets as investors may seek higher yields. In the event of extreme circumstances, 
including economic, political, or business crises, such as a widespread systemic failure in the global financial 
system or failures of firms that have significant obligations as counterparties on financial instruments, we may 
suffer significant declines in assets under management and severe liquidity or valuation issues. 


The performance of our investment strategies is critical to the maintenance and growth of assets under 
management. Net flows related to our investment strategies can be affected by investment performance relative 
to other competing investment strategies or to established benchmarks. Investment management strategies are 
rated, ranked or assessed by independent third-parties, distribution partners, and industry periodicals and 
services. These assessments often influence the investment decisions of our clients. If the performance or 
assessment of our investment strategies is seen as underperforming relative to peers, it could result in an increase 
in the withdrawal of assets by existing clients and the inability to attract additional investments from existing and 
new clients. In addition, certain of our investment strategies have capacity constraints, as there is a limit to the 
number of securities available for the strategy to operate effectively. In those instances, we may choose to limit 
access to new or existing investors. 


Our clients include the boards of directors for our sponsored mutual funds, managed account program 
sponsors, private clients, and institutional clients. Our investment management agreements with these clients may 
be terminated upon short notice without penalty. As a result, there would be little impediment to these sponsors 
or clients terminating our agreements. Investment contracts are generally terminated for factors including 
sustained investment performance, regulatory or compliance issues. The directors of our sponsored funds may 
deem it to be in the best interests of a fund’s shareholders to make decisions adverse to us, such as reducing the 
compensation paid to us, requesting that we subsidize fund expenses over certain thresholds, or imposing 
restrictions on our management of the fund. Under the Investment Company Act, investment advisory 
agreements automatically terminate in the event of an assignment, which may occur if, among other events, the 
Company undergoes a change in control, such as any person acquiring 25% voting rights of our common stock. 
If an assignment were to occur, we could continue to act as adviser to a fund only if that fund’s board of directors 
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and its stockholders approved a new investment advisory agreement. In addition, investment advisory 
agreements for the separate accounts we manage may not be assigned without the consent of the client. If an 
assignment occurs, we cannot be certain that the Company will be able to obtain the necessary fund approvals or 
the necessary consents from our clients. The termination of any investment management contract relating to a 
material portion of assets under management would adversely affect our revenues and earnings. 


Any damage to our reputation could harm our business and lead to a reduction in our revenues and 
profitability. 


Maintaining a strong reputation with the investment community is critical to our success. Our reputation is 
vulnerable to many threats that can be difficult or impossible to control, and costly or impossible to remediate 
even if they are without merit or satisfactorily addressed. Our reputation may be impacted by many factors, 
including but not limited to, poor performance, litigation and conflicts of interests. Any damage to our reputation 
could impede our ability to attract and retain clients and key personnel, and lead to a reduction in the amount of 
our assets under management, any of which could have a material adverse effect on our revenues and 
profitability. 


We may be required to, or elect to, support the stable net asset values of our money market funds, which 
could negatively affect our revenues and profitability. 


As of December, 31, 2013, we managed $1.5 billion of money market assets representing 2.6% of our total 
assets under management. Although money market funds seek to preserve a stable net asset value, and our money 
market funds maintained this stable net asset value, there is no guarantee that this stable net asset value will be 
achieved in the future. Market conditions domestically and globally, which may include significant volatility and 
uncertainty, could lead to severe liquidity or security pricing issues, which could impact money market net asset 
values. If the net asset value of our money market funds was to fall below its stable net asset value, we would 
likely experience significant redemptions in money market assets under management, loss of shareholder 
confidence, and reputational harm, which could have a material adverse effect on our revenues and profitability. 


If a money market fund’s stable net asset value comes under pressure, we may elect to provide credit, 
liquidity, or other support to the fund. We are not legally required to support any money market fund, and there 
can be no assurance that any support would be sufficient to avoid an adverse impact. A decision to provide 
support may arise from factors specific to our funds or from industry-wide factors. If we elect to provide support, 
we could incur losses from the support we provide and incur additional costs, including financing costs, in 
connection with the support. These losses and additional costs could be material and could adversely affect our 
profitability. If we were to take such actions we may also restrict our corporate assets, limiting our flexibility to 
use these assets for other purposes, and may be required to raise additional capital. 


We manage client assets under agreements that have established investment guidelines or other contractual 
requirements and any failure to comply could result in claims, losses or regulatory sanctions, which could 
negatively impact our revenues and profitability. 


The agreements under which we manage client assets often have established investment guidelines or other 
contractual requirements that we are required to comply with in providing our investment management services. 
Although we maintain various compliance procedures and other controls to prevent, detect, and correct such 
errors, any failure or allegation of a failure to comply with these guidelines or other requirement could result in 
client claims, reputational damage, withdrawal of assets, and potential regulatory sanctions, any of which could 
negatively impact our revenues and profitability. 


Our business relies on the ability to attract and retain key employees, and the loss of such employees could 
negatively affect financial performance. 


The success of our business is dependent to a large extent on our ability to attract and retain key employees 
such as senior executives, portfolio managers, securities analysts and sales personnel. Competition in the job 
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market for these professionals is generally intense and compensation levels in the industry are highly 
competitive. The market for investment managers is also characterized by the movement of investment managers 
among different firms. 


If we are unable to continue to attract and retain key employees, or if compensation costs required to attract 
and retain key employees increase, our performance, including our competitive position, could be materially 
adversely affected. Additionally, we utilize equity awards as part of our compensation philosophy and as a means 
for recruiting and retaining key employees. Declines in our stock price could result in deterioration in the value of 
equity awards granted, thus lessening the effectiveness of retaining key employees through stock-based awards. 


In certain circumstances, the departure of key employees could cause higher redemption rates for certain 
assets under management, or the loss of certain client accounts. Any inability to retain our key employees, attract 
qualified employees, or replace key employee positions in a timely manner, could lead to a reduction in the 
amount of our assets under management, which could have a material adverse effect on our revenues and 
profitability. In addition, there could be additional costs to replace, retain or attract new talent which would result 
in a decrease in our profitability. 


Competitive pressures may force us to reduce the fees we charge to our clients, increase amounts paid to 
our financial intermediaries or provide more support to those intermediaries, all of which could result in a 
reduction of our revenues and profitability. 


Our profits are highly dependent on the fee levels for our products and services. In recent years, there has 
been a trend in certain segments of our markets toward lower fees. Competition could cause us to reduce the fees 
that we charge for products and services. In order to maintain appropriate fee levels in a competitive 
environment, we must be able to continue to provide clients with investment products and services that are 
viewed as appropriate in relation to the fees charged. If our clients, including our fund boards, were to view our 
fees as being high relative to the market or the returns provided by our investment products, we may choose to 
reduce our fee levels or we may experience significant redemptions in our assets under management, which could 
reduce our revenues and profitability. 


We are subject to an extensive and complex regulatory environment and changes in regulations or failure 
to comply with regulation could adversely affect our revenues and profitability. 


The investment management industry in which we operate is subject to extensive and frequently changing 
regulation. We are regulated by the SEC under the Exchange Act, the Investment Company Act and the 
Investment Advisers Act and we may become subject to the Commodities Futures Trading Commission under 
the Commodities Exchange Act. Our Global Fund is subject to regulation by the Central Bank of Ireland. We are 
also regulated by FINRA, the Department of Labor under the Employee Retirement Income Security Act of 
1974, as amended (“ERISA”), as well as other federal and state laws and regulations. 


The regulatory environment in which we operate has seen significant and frequent changes in recent years. 
Although we spend extensive time and resources on compliance efforts designed to ensure compliance with all 
applicable laws and regulations, if we or our affiliates fail to timely and properly modify and update our 
compliance procedures in this changing and highly complex regulatory environment, we may be subject to 
various legal proceedings, including civil litigation, governmental investigations and enforcement actions and 
result in fines, penalties or suspensions of individual employees or limitations on particular business activities, 
which could adversely affect our revenues and profitability. 


We have significant deferred tax assets in the U.S., and any limitations on our tax attributes could have an 
adverse impact on our financial condition, results of operations and cash flows. 


We are subject to federal and state income taxes in the United States. Tax authorities may disagree with 
certain positions we have taken and assess additional taxes. We regularly assess the appropriateness of our tax 
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positions and reporting. However, there can be no assurance that we will accurately predict the outcomes of 
audits, and the actual outcomes of these audits could be unfavorable. In addition, our ability to use net operating 
loss carryforwards and other tax attributes available to us will be dependent on our ability to generate taxable 
income. 


A large portion of our deferred tax assets is related to the application of a particular Internal Revenue Code 
section. We received a private letter ruling that relies on certain facts, assumptions and representations from 
management regarding the past conduct of our businesses and other matters. If any of these facts, assumptions or 
representations are determined to be incorrect, we may not be able to rely on the ruling and could be subject to 
significant tax liabilities in the event we utilize the related deferred tax assets. 


We utilize unaffiliated subadvisers in providing investment management services and any matters that have 
an adverse impact to their business, or any change in our relationships with our subadvisers could lead to a 
reduction in assets under management, which will adversely affect our revenues and profitability. 


We utilize select unaffiliated subadvisers as investment managers on certain mutual funds and variable 
insurance funds we offer. Because we typically have no ownership interests in these unaffiliated subadvisers we 
do not manage or oversee their business activities. As a consequence, our financial condition and profitability 
may be adversely affected by problems stemming from the business activities of these unaffiliated subadvisers, 
where situations could arise that could lead to a disruption of their operations, exposure to disciplinary action or 
reputational harm. 


We periodically negotiate provisions and renewals of these relationships, and there can be no assurance that 
such terms will remain acceptable to us or our subadvisers. These relationships can also be terminated upon short 
notice without penalty. An interruption or termination of our unaffiliated subadvisory relationships could affect 
our ability to market our unaffiliated subadvised products and result in a reduction in assets under management, 
which will adversely affect our revenues and profitability. 


We distribute through intermediaries, and changes in key distribution relationships could reduce our 
revenues, increase our costs and adversely affect our profitability. 


Our primary source of distribution for our retail products is through intermediaries that include national, 
regional and independent broker-dealers, financial planners and registered investment advisors. Our success is 
highly dependent on access to these various distribution systems. There can be no assurance that we will be able 
to retain access to these channels at all or at similar pricing. Increasing competition for these distribution 
channels could cause our distribution costs to rise, which could have a material adverse effect on our business, 
revenues and profitability. 


In addition, these intermediaries generally offer their customers a significant array of investment products 
which are in addition to, and which compete with, our own investment products. The intermediaries or their 
customers may favor competing investment products over those we offer. To the extent that existing or future 
intermediaries prefer to do business with our competitors, the sales of our products as well as our market share, 
revenues and profitability could decline. 


We and our third-party service providers, which includes securities pricing and transaction processing 
services, rely on numerous technology systems, and a temporary business interruption or security breach 
could negatively impact our business and profitability. Our business will suffer if our technology systems 
fail or are interrupted or if security breaches or other disruptions compromise our information. 


Our technology systems and those of our third-party service providers are critical to our operations and any 
failure or interruption of those systems, whether resulting from technology or infrastructure breakdowns, defects 
or external causes such as fire, natural disaster, viruses, acts of terrorism or power disruptions, could result in 
financial loss, negatively impact our reputation, and negatively affect our ability to do business. Although we 
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have in place disaster recovery plans, we may experience temporary interruptions if a natural disaster or 
prolonged power outages were to occur which could have a material adverse effect on our profitability. 


We and certain of our third-party vendors receive and store personal information as well as non-public 
business information. Although we and our third-party vendors take precautions, it may still be vulnerable to 
hacking or other unauthorized use. A breach of the systems or hardware could result in an unauthorized release of 
this type of data, which may result in fines or penalties as well as other costly mitigation activities and harm to 
our reputation, any of which could negatively impact our operations and profitability. 


Ownership of a relatively large percentage of our common stock is concentrated with a small number of 
shareholders, which could increase the volatility in our stock trading and dramatically affect our share price. 


A large percentage of our common stock is held by a limited number of shareholders. If our larger 
shareholders decide to liquidate their positions, it could cause significant fluctuation in the share price of our 
common stock. Public companies with a relatively concentrated level of institutional shareholders, such as we 
have, often have difficulty generating trading volume in their stock. 


We have certain intangible assets, which could become impaired and have an adverse impact on our results 
of operations. 


At December 31, 2013, the Company had total assets of $645.0 million, which included $49.9 million of 
goodwill and other intangible assets. We cannot be certain that we will ever realize the value of such intangible 
assets. It could be necessary to recognize impairment of these assets should we experience significant decreases in 
assets under management, the termination of one or more material investment management contracts or material 
outflows if clients withdraw their assets following the departure of a key employee or for any other reasons. 


We may need to raise additional capital, refinance existing debt, and resources may not be available to us in 
sufficient amounts or on acceptable terms, which could have an adverse impact on our business. 


Our ability to meet the future cash needs of the Company is dependent upon our ability to generate cash. 
Although the Company has been successful in generating sufficient cash in the past, it may not be successful in 
the future. We may need to raise additional capital to fund new business initiatives, or refinance existing debt, 
and financing may not be available to us in sufficient amounts, on acceptable terms, or at all. Our ability to 
access capital markets efficiently depends on a number of factors, including the state of credit and equity 
markets, interest rates and credit spreads. If we are unable to access sufficient capital on acceptable terms our 
business could be adversely impacted. 


We have corporate governance provisions that may make an acquisition of us more difficult. 


Certain provisions of our certificate of incorporation and bylaws could discourage, delay, or prevent a 
merger, acquisition, or other change in control that stockholders may consider favorable, including transactions 
in which stockholders might otherwise receive a premium for their shares. These provisions also could limit the 
price that investors might be willing to pay in the future for shares of our common stock, thereby depressing the 
market price of our common stock. Stockholders who wish to participate in these transactions may not have the 
opportunity to do so. In addition, the provisions of Section 203 of the Delaware General Corporation Law also 
restrict certain business combinations with interested stockholders. 


Our insurance policies may not cover all liabilities and losses to which we may be exposed. 


We carry insurance in amounts and under terms that we believe are appropriate. Our insurance may not 
cover all liabilities and losses to which we may be exposed. Certain insurance coverage may not be available or 
may be prohibitively expensive in future periods. As our insurance policies come up for renewal, we may need to 
assume higher deductibles or pay higher premiums, which could have a material adverse effect on our expenses 
and net income. 
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SPECIAL NOTE ABOUT FORWARD-LOOKING STATEMENTS 


This Annual Report on Form 10-K contains statements that are, or may be considered to be, forward- 
looking statements within the meaning of The Private Securities Litigation Reform Act of 1995, as amended, 
Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Exchange Act. All statements that 
are not historical facts, including statements about our beliefs or expectations, are forward-looking statements. 
These statements may be identified by such forward-looking terminology as “expect,” “estimate,” “intend,” 
“believe,” “anticipate,” “may,” “will,” “should,” “could,” “continue,” “project,” “opportunity,” “predict,” 
“would,” “potential,” “future,” “forecast,” “likely,” “target” or similar statements or variations of such terms. 


99 66 


99 66 99 66 99 66 


Our forward-looking statements are based on a series of expectations, assumptions and projections about our 
Company and the markets in which we operate, and are not guarantees of future results or performance, and 
involve substantial risks and uncertainty, including assumptions and projections concerning our assets under 
management, net cash inflows and outflows, operating cash flows, and future credit facilities, for all future 
periods. All of our forward-looking statements contained in this Annual Report on Form 10-K are as of the date 
of this Annual Report on Form 10-K only. 


The Company can give no assurance that such expectations or forward-looking statements will prove to be 
correct. Actual results may differ materially. The Company does not undertake or plan to update or revise any 
such forward-looking statements to reflect actual results, changes in plans, assumptions, estimates or projections, 
or other circumstances occurring after the date of this Annual Report on Form 10-K, even if such results, changes 
or circumstances make it clear that any forward-looking information will not be realized. If there are any future 
public statements or disclosures by us which modify or impact any of the forward-looking statements contained 
in or accompanying this Annual Report on Form 10-K, such statements or disclosures will be deemed to modify 
or supersede such statements in this Annual Report on Form 10-K. 


Our business and our forward-looking statements involve substantial known and unknown risks and 
uncertainties, including those discussed under “Risk Factors,” and “Management’s Discussion and Analysis of 
Financial Condition and Results of Operations” in this Annual Report on Form 10-K. 


An occurrence of, or any material adverse change in, one or more of the risk factors or risks and 
uncertainties referred to in this Annual Report on Form 10-K or included in our other periodic reports filed with 
the SEC could materially and adversely affect our operations, financial results, cash flows, prospects, and 
liquidity. You are urged to carefully consider all such factors. 


Item 1B. Unresolved Staff Comments. 


None. 


Item 2. Properties. 


We lease our principal offices, which are located at 100 Pearl St., Hartford, CT 06103. In addition, we lease 
office space in Illinois, California, Massachusetts, and New York. We believe our office facilities are suitable 
and adequate for our business as it is presently conducted. Given the service nature of our business and the fact 
that we do not own real property, we do not anticipate that compliance with federal, state and local provisions 
regarding the discharge of materials into the environment, or otherwise relating to the protection of the 
environment, will have a material effect upon our capital expenditures, revenues or competitive position. 


Item 3. Legal Proceedings. 


The Company is regularly involved in litigation and arbitration as well as examinations, inquiries, and 
investigations by various regulatory bodies, including the SEC, involving our compliance with, among other 
things, securities laws, client investment guidelines, laws governing the activities of broker-dealers and other 
laws and regulations affecting our products and other activities. Legal and regulatory matters of this nature may 
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involve activities as an employer, issuer of securities, investor, investment adviser, broker-dealer or taxpayer. As 
of the date of this report, the Company believes that the outcomes of its legal or regulatory matters are not likely, 
either individually or in the aggregate, to have a material adverse effect on its consolidated financial condition. 
However, it is not feasible to predict the ultimate outcome of all legal claims or matters or in certain instances 
provide reasonable ranges of potential losses. In the event of unexpected subsequent developments and given the 
inherent unpredictability of these legal and regulatory matters, there can be no assurance that our assessment of 
any claim, dispute, regulatory examination or investigation or other legal matter will reflect the ultimate outcome 
and an adverse outcome in certain matters could, from time to time, have a material adverse effect on the 
Company’s results of operations or cash flows in particular quarterly or annual periods. 


Item 4. Mine Safety Disclosures. 


Not applicable. 
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PART II 


Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of 
Equity Securities. 


The Company’s common stock is traded on the NASDAQ Global Market under the trading symbol 
“VRTS.” As of February 13, 2014, we had 9,105,521 shares of our common stock outstanding that were held by 
approximately 71,615 holders of record. The table below sets forth the quarterly high and low sales prices of our 
common stock on the NASDAQ Global Market for each quarter in the last two fiscal years. 


Year Ended Year Ended 
December 31, 2013 December 31, 2012 
Quarter Ended High Low High Low 
First Quarter .............000005 $191.34 $121.22 $ 87.00 $74.14 
Second Quarter ..............00. $248.89 $175.96 $ 87.46 $69.00 
Third Quarter ...............005. $195.69 $152.61 $ 93.74 $75.00 
Fourth Quarter ...............04. $214.49 $154.30 $121.93 $86.02 


There have been no cash or non-cash dividends on our common stock with respect to the periods presented. 
The payment of any dividends on our common stock and the amount thereof will be determined by the board of 
directors depending upon, among other factors, the Company’s earnings, operations, financial condition, capital 
requirements, and general business outlook at the time payment is considered. 


Issuer Purchases of Equity Securities 


In the fourth quarter of 2010, we implemented a share repurchase program allowing for the repurchase of up 
to 350,000 shares of our common stock prior to October 2013. In the second quarter of 2013, the share 
repurchase program was expanded to permit the repurchase of an additional 350,000 shares of our common stock 
prior to May 21, 2016. Under the terms of the program, we may repurchase shares of our common stock from 
time to time at our discretion through open market repurchases and/or privately negotiated transactions, 
depending on price and prevailing market and business conditions. The program is intended to generally offset 
dilution caused by shares issued under equity-based plans. The program may be suspended or terminated at any 
time. 


There were no share repurchases under the share repurchase program during the three months ended 
December 31, 2013. The following table sets forth information regarding our common stock share repurchases 
under the share repurchase program since inception: 


Total number of | Maximum number of 


shares purchased shares that may 

as part of publicly yet be purchased 

Total number of Average price announced plans under the plans 

Year Ended shares purchased paid per share (1) or programs (2) or programs (2) 
December 31, 2010 ... 20,000 $ 46.17 20,000 330,000 
December 31, 2011 ... 135,000 $ 58.24 135,000 195,000 
December 31, 2012 ... 90,000 $ 99.30 90,000 105,000 
December 31, 2013 ... 105,000 $187.61 105,000 350,000 

MOA gids gud 23 350,000 350,000 


(1) Average price paid per share is calculated on a settlement basis and excludes commissions. 
(2) The share repurchases were completed pursuant to a program announced in October 2010. The program was 
extended and expanded in May 2013. 
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During the three months ended December 31, 2013, we withheld the issuance of 94 restricted stock units 
from employees through net share settlement by us for less than $0.1 million to cover tax withholdings from the 
vesting of these units for employees. For the year ended December 31, 2013, we withheld a total of 38,222 
restricted stock units from issuance and paid $7.5 million to cover employee tax withholding obligations from the 
vesting of these units. 
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Item 6. Selected Financial Data. 


The following table sets forth our selected consolidated financial and other data at the dates and for the 


periods indicated. The selected financial data should be read in conjunction with “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations” and our consolidated financial statements and the 
notes thereto appearing elsewhere in this Annual Report on Form 10-K. 


($ in thousands, except per share data) Years Ended December 31, 


2013 (1) 2012 (1) 2011 (1) 2010 (2) 2009 (2) 


Results of Operations 


REV@NUCS: ses ii.g csck tid cee eon ob Seb Pw eee $389,215 $280,086 $ 204,652 $144,556 $117,152 
EXPENS@S > i:9-dsi-sie.n coh aelaid ere aston, ha ee 275,711 219,641 190,749 = =135,285 =: 123,775 
Operating income (loss) ........... 0200s eee ee ee 113,504 60,445 13,903 9,271 (6,623) 
Income tax expense (benefit) (3) ................ 44,778 27,030 (132,428) 513 121 
Net income (loss) (3) 2... 2... 0... cee cee eee eee 77,130 37,773 145,420 9,642 (6,484) 
Net income (loss) attributable to common 

stockholders (3)... 0.0... cee eee eens 75,190 37,608 111,678 5,209 (10,244) 
Earnings (loss) per share—basic (3) .............. 9.18 4.87 17.98 0.87 (1.76) 
Earnings (loss) per share—diluted (3) ............ 8.92 4.66 16.34 0.81 (1.76) 

As of December 31, 
2013 (1) 2012 (1) 2011 (2) 2010 (2) 2009 (2) 

Balance Sheet Data (4) 
Cash and cash equivalents ...............2.0005 $271,014 $ 63,432 $ 45,267 $ 43,948 $ 28,620 
MMVEStMENTS (5). v4 enced oad dere wee ee a Beare be 37,258 18,433 18,357 12,913 11,839 
Goodwill and other intangible assets, net .......... 49,893 53,971 56,891 S772 59,639 
HD OtAASSEES! gas: sca a nchedea Scncei ak co Ae Banded g Glas 644,954 332,749 286,379 148,911 134,023 
Accrued compensation and benefits .............. 53,140 41,252 31,171 19,245 14,707 
MG DU eo os oh ai cepeseate cera sca ted aed dchearst atacand acs — 15,000 15,000 15,000 15,000 
Total Wabilittes: ins sesh tierce eae Sa Ghee Fees 109,900 85,115 68,007 64,720 58,393 
Convertible preferred stock (6) ..............0.4. —_ — 35,217 35,921 45,900 
Totalequity’ 5..40:3-cey-eoctpcaaeetaadheet gees s 492,868 244,471 183,155 48,270 29,730 
Net assets of consolidated sponsored investment 

products: (7) sacvcecteacs desea tesa eid tas 98,433 40,397 — — — 
Working capital (8) .. 0.0... 0... eee eee eee 238,128 39,637 26,559 32,388 20,543 

As of December 31, 
2013 2012 2011 2010 2009 


($ in millions) 


Assets Under Management 
Total assets under management ................. $ 57,740 $ 45,537 $ 34,588 $ 29,473 $ 25,440 


(1) 


(2) 
(3) 


(4) 


(5) 
(6) 


Derived from audited consolidated financial statements included elsewhere in this Annual Report on Form 
10-K. 

Derived from audited consolidated financial statements not included in this Annual Report on Form 10-K. 
2011 includes a tax benefit of $132.4 million primarily related to the release of a valuation allowance on 
certain deferred tax assets. 

In 2013, the Company changed its balance sheet presentation from classified; distinguishing between short- 
term and long-term accounts, to unclassified, with no such distinction. All prior periods have been recast to 
conform to such presentation. 

Includes marketable securities, equity method investments, and non-qualified retirement plan assets. 

On October 27, 2011, the Company entered into an agreement with the Series B Convertible Preferred Stock 
(“Series B”) shareholder to convert 35,217 shares of Series B into 1,349,300 shares of common stock. The 
Series B was converted to shares of common stock on January 6, 2012. As a result of the conversion, all of 
the preferred shares were retired. 
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(7) 


(8) 


The Company consolidates sponsored mutual funds in which it has a majority voting interest. Net assets of 
consolidated sponsored investment products are comprised of $149.2 and $43.9 million of total assets, $8.6 
and $0.3 million of total liabilities and $42.2 and $3.2 million of redeemable noncontrolling interests at 
December 31, 2013 and 2012, respectively. 

Working capital is defined as cash and cash equivalents plus accounts receivable, net less accrued 
compensation and benefits and accounts payable and accrued liabilities. 
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations. 
Overview 
Our Business 


We are a provider of investment management and related services to individuals and institutions. We use a 
multi-manager, multi-style approach, offering investment strategies from affiliated managers and unaffiliated 
subadvisers, each having its own distinct investment style, autonomous investment process and individual brand. 
By offering a broad array of products, we believe we can appeal to a greater number of investors, which allows 
us to have opportunities across market cycles through changes in investor preferences. Our earnings are primarily 
driven by asset-based fees charged for services relating to these various products including investment 
management, fund administration, distribution and shareholder services. 


We offer investment strategies for individual and institutional investors in different product structures and 
through multiple distribution channels. Our investment strategies are available in a diverse range of styles and 
disciplines, managed by a collection of boutique investment managers, both affiliated and unaffiliated. We have 
offerings in various asset classes (equity, fixed income, money market and alternative), in all market 
capitalizations (large, mid and small), in different styles (growth, blend and value) and with various investment 
approaches (fundamental, quantitative and thematic). Our retail products include open-end mutual funds, closed- 
end funds, variable insurance funds and separately managed accounts. We also offer certain of our investment 
strategies to institutional clients. 


We distribute our open-end mutual funds through financial intermediaries. We have broad access in the 
retail market, with distribution partners that include national and regional broker-dealers, independent broker- 
dealers and independent financial advisory firms. In many of these firms, we have a number of products that are 
on firms’ preferred “recommended” lists and on fee-based advisory programs. Our sales efforts are supported by 
regional sales professionals, a national account relationship group and separate teams for the retirement and 
insurance markets. 


Our separately managed accounts are distributed through financial intermediaries and directly by teams at 
our affiliated managers. Our institutional distribution strategy is an affiliate-centric and coordinated model. 
Through relationships with consultants, they target key market segments, including foundations and endowments, 
corporate, and public and private pension plans. 


Market Developments 


In 2013, the global equity markets were up as evidenced by the MSCI World Index ending the year at 1,661 
as compared to 1,339 at the start of the year, an increase of 24.0%. The major U.S. equity indexes were also up 
for 2013, with the Dow Jones Industrial Average ending the year at 16,577, from 13,104 at the beginning of the 
year, an increase of 26.5% and the Standard & Poor’s 500 Index increased by 30.3% ending the year at 1,848, 
from 1,426 at the beginning of the year. The major U.S. bond index, the Barclays U.S. Aggregate Bond Index 
decreased 1.8% in 2013 ending the year at 1,807, from 1,840 at the beginning of the year. 


Increases and decreases in our assets under management are driven in part by the performance of the 
financial markets. The financial markets have experienced a period of significant volatility over the past five 
years, which impacted asset flows and the value of our assets under management. The capital and financial 
markets could experience further fluctuation and volatility, which could impact relative investment returns and 
asset flows among investment products as well as investor choices and preferences among investment products, 
including equity, fixed income and alternative products. Uncertainties remain about the long-term nature of the 
economic recovery. The inconsistent nature of the recovery, and the possibility that further economic gains could 
be disrupted by local or global events such as adverse changes in interest rates, significant shifts in commodity 
supplies or prices, political unrest, or even government initiatives, could adversely impact interest in our 
investment products and services and, consequently, revenues and earnings. 
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Financial Highlights 


e Long-term open-end mutual fund sales were $19.1 billion in 2013, an increase of 54.8% from $12.3 
billion in 2012. Long-term open-end mutual fund sales remained relatively balanced among asset 
strategies, and in 2013 35.5% of sales were in international equity funds; 23.5% of sales were in 
domestic equity funds; 28.2% in fixed income strategies; and 12.8% in alternative strategies. 


¢ Net flows of $8.1 billion for 2013, primarily from long-term open-end mutual fund sales combined 
with market appreciation of $4.9 billion contributed to an increase of $12.2 billion or 26.8% in assets 
under management to $57.7 billion at December 31, 2013 from $45.5 billion at December 31, 2012. 


¢ Total revenues were $389.2 million in 2013, an increase of 39.0% from $280.1 million in 2012. Total 
revenues increased in 2013 compared to prior year as a result of higher average assets under 
management and an increase in average fees earned. 


e In April 2013, we acquired a 24% noncontrolling equity interest in Kleinwort Benson Investors 
International, Ltd. (“KBII’), a subsidiary of Kleinwort Benson Investors (Dublin) for €2.6 million or 
$3.4 million. KBII is a U.S. registered investment adviser that provides specialized equity strategies to 
institutional clients. KBII also subadvises the Virtus Emerging Markets Equity Income Fund. 


Assets Under Management 


Assets under management increased 26.8% to $57.7 billion at December 31, 2013 from $45.5 billion at 
December 31, 2012. The increase in assets under management was driven primarily by positive net flows of $8.1 
billion and market appreciation of $4.9 billion, offset by a decrease of $0.7 billion primarily due to a decrease in 
cash management assets. Positive net flows of $8.1 billion in 2013 were primarily due to strong sales of long- 
term open-end mutual funds. 


Operating Results 


In 2013, total revenues increased 39.0% to $389.2 million from $280.1 million in 2012. Revenues increased 
in 2013 as compared with 2012 primarily as a result of an increase in average assets under management and an 
increase in the average management fee rate. Average assets under management, which corresponds to our fee- 
earning asset levels, was $53.0 billion for the year ended December 31, 2013, an increase of 33.7% from $39.6 
billion for the year ended December 31, 2012. Operating income increased by 87.8% from $60.4 million in 2012 
to $113.5 million in 2013, primarily due to increased revenues driven by higher levels of average assets under 
management. 


23 


Assets Under Management by Product 


The following table presents our assets under management by product for the periods indicated: 


($ in millions) 


Retail Assets 
Mutual fund assets 
Long-term open-end mutual 
TUN 54. beeline seb ds 


PUTS sce d oe erdtcare tees 


Total mutual fund assets ....... 
Variable insurance funds ...... 
Separately managed accounts .. . 


Total retail assets ............ 
Total institutional assets ....... 


Total Assets Under 
Management ............. 


Average Assets Under 
Management ............. 


(437.5) (21.9)% 


Change 


40.8% 
4.3% 


30.5% 
1.2% 
27.5% 


29.1% 
4.8% 


26.8 % 


As of December 31, 
2013 vs. 
2013 2012 2011 2012 
$36,367.7 $25,827.1 $16,896.6 $10,540.6 
6,499.6 6,231.6 5,675.6 268.0 
1,556.6 1,994.1 2,294.8 
44,423.9 34,052.8 24,867.0  10,371.1 
1,311.8 1,295.7 1,308.6 16.1 
7,433.1 5,829.0 3,933.8 1,604.1 
53,168.8 41,177.5 30,109.4 11,991.3 
4,570.8 4,359.5 4,478.2 211.3 
$57,739.6 $45,537.0 $34,587.6 $12,202.6 
$52,975.8 $39,631.5 $32,995.6 $13,344.3 
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33.7% 


2012 vs. 
2011 


$ 8,930.5 
556.0 


% 


52.9% 
9.8% 


(300.7) (13.1)% 


9,185.8 
(12.9) 
1,895.2 


11,068.1 
(118.7) 


$10,949.4 


$ 6,635.9 


36.9% 
(1.0)% 
48.2% 


36.8% 
(2.7)% 


31.7% 


20.1% 


Asset Flows by Product 


The following table summarizes our asset flows by product for the periods indicated: 


($ in millions) 


Retail Products 
Mutual Funds—Long-term Open-end 
Beginning balance” sessid:s cone ace sce aoecaig tiara aes wee mag are wan te eae a ald Ge aaa aaa anaene 
Tt W Ss a secs Savard inn diatce Grande doen hdd wh Gpangee Mva ch aegdke Sea egonlGuasedada ebog a eeatera Sodoadey tore beac eatoea Babe 
OMT OWS ss. s8s0c5saainv-giastacgu an bode cnn apne Rasta cd aden ct a he abagle Beal dndtin gh tyheighasta ce hela Sadeea yeas a, 4 nada caval Soteesendna Boe 


IN Gb TOW Siac eaerate ts asec lace coctatsie Masiavsrnta. 8 toatetace Musiacaeniare destatante Bas ecssstnn aco dtstagts Montacseste: Buseck Mewatevs 


Market appreciation csc sesdtaiet toa yak nat acede Gildea Raed saad Ree AA Aa Aen Raa ao aoee Aad 
EY since stots. Mica i peseste Dec dedete ho'doitete tte Me desbtbesdele Hoe hcpedcle Neat teeta beck obhegestite Sestedbeved te Met ibegeitte Nag dbeptely holo 


Ending balance: :.0:::2.i0408setieiecaws the bee bek eae eben ek yas 


Mutual Funds—Closed-end 

Beginning alance: x. 26g. acoctessye.aueseeopsiavs doateteni auatea nied doacwau podiatry dna dostelane /eoeleoeuniden dS adetetnrerand 
TPO WS? faci eray yen le pas seoe posed alate adeed adeos azole ie aed Nese meet a uate Nase aeas hosed auade Msoaos se soma vente Audio 
OUTPL OWES: sissascodiescd. sinsostetunite Meet, dedety bottodcwetila Macdeilpedety Mok ot Seite Mer dtsNestee he stohcedily Mcseiheaackey tea ot Shela Misa itl dns 


INGt HO WS sis cee eae. dha adie Boe aits ahd a dee, Roaceann Vb God Sd Fe aay Faatte wa, Recargn Seeded ek Rada eaten 


Market appreciation». scce iss ssc. ga cgian anes a tnha dia gate ake Gala acd NM andra ganaodaCRinle etre gunn é 
UGE yas wy aces ep a oath oh ada oh hae MPO aN kee pF Gea oh Fae as Oh ace ene ae 


Ending balance 4.666620 peda ne Seen geese eeaesie See ors aa aera ease aacaoen Denes aes 


Mutual Funds—Money Market Open-end 
Be Sininin s Malan oc. seotscd geacsiipuene wis so pedogna eiear ead aoeloary Bane edad Sada areata giernely Beare 
OTS GL) Fas case sey ois sa Seg eat ends ce sends 2g coc oy Si astute nes ce aoe ap tal and ane abd sects gnenit gave Ane are ol anise eNeoe 


Ending balance s.4 006. ée-schs secetaes sates wane teh AAA ea 8 Ro etSlaw Rok! Oe we eS Red Sw Re 


Variable Insurance Funds 

Beginning balance 03.3: sioscaves cee ag Sete and 4 ae ee Sera ee Ra a Ee a eS eee aT 
FiBL OWS* 2.5.55 sicaa api doardia dosaraieg fiyvaranaed tb hoare wea iatndoa a a pokey yataea ahah bbee ead ad ahah breb a eae 
UE OWS sas gage ges ys cute nj aradst0 apc yh bd -BGdy ha adgie ge chp So Asap stad and le fans abd, ce aysohan aneslerauthyn SoGicay lel anderen ee 


NGb LOWS ve5.0 soutryia areca emda Rr ccaryie, Mattes nants Qialetyyd @de nite. Rpetolann gla eatin’ Boatenn td aodsasog dom Rvatatania ees 
Market appreciation. 35ccisis lese-naug. es 2p eip an ctineeok oun alecslaleRsdon com ern ale Garg dotrewR ava chacishes toglon tia d 
TRE adc Avert tie Peete head Mab tet ee Rete thle ts Nese ch De be Ne go Oath ye dill hd 


Ending balance: ii..034..0S%50 00 oie meow haateheeeeas coded cee tame etedaaeeaa keds 


Separately Managed Accounts (2) 

Beginning Balance ve: asvig vis dictads ve. tone eoators Siete GR Woke enndnleeor api, Rodin n’s Bietetp sd fetcaverp cm odengeh ane 
TinlOWES§, co's scrsseieccen i aeselsheestenserns tues a0ecetgd codsasqo eaves alecsl sec Bskoncogern ale Gi anah doteereR ava chact Shes taeleon tated 
Ot OWS snes gcd gpk: Mince ete sea date nated Glebe sdaiie hott ahead nites dae Miata sand Metetehadile ke eMaih adh ite dats Ra 


Met HO WS acne adie akiayneteea kde Macon nae anes eae Minna a ingens nae: 
Market AppreciatiOn egicsesa-a wes-scamgnt aie hace: aie. eaahe wee: goape ce Seki Seta Ne SEE Wine ea ae Sadie ares aun 
OURS) hy Sego nt chan acto echt abode ee oa ey Bens ae a hh abe ep ons dead ark aoe ee 


Ending balance 44.6 oes eicen sce sndne eae ade seen Saad eee dee ame aee go gees aes 
Institutional Products (2) 
Beginning balance sii Maekrs ag oedewwe eat oeedaee ie Reed oes eae ea deees eas 


FiBL OWS siden iced egeang ara ines Sie ewe Ne Race as, ROHR S Fone Sek EOE Wine We AEN eitere ee gatas 
OEE OWS x5 50s: 26 4: nh Seas saedn, boksca-aytn San ta nhs Sokgse apeaniye dine cazinnbs bokebptny Gis ts Sub doeparsheandy Seow xin aakveravan tabs 


Net OWS inc ceca eae keiin operat iace made ee aaa nea desea ggne sede eae acasgm ageweavad 
Market appreciation ssccceig.cns.ccccalg ie. auetaepnince diatels sh sual sein tne dogielpte aod aeons avgtela ua ead deer cm Sauetepinde 
MOY ean ade Ag ions Sts Red nea deed soso God oa aA a Baek Vea baeaes leh Godden des aba Raed 


Ending balance: 23.044. suns oeoras naar and den taewsa eae nee aoe ¢ 
Total 
Beginning balance: ¢ isogd at cere ceeded nn cleash Ohne eee aaesunleWeee ava caeee wheenih ad 


MITUELOWSY ote svt terete vaste tcecsvnctorte dost AER usher eine dgavera fa wun cu iran hoe fyhee seiner 8 adalat fo wukeareoate edu lamedied 
OUP OWS) As seed siase ogy sonit wate Main Dtend oes dee anbrle ehod, Neceactarsh a Nog Medeod, Nose dvsodv anette Boa, Haase wnahaeve the coos 


NG TO WS raiss Gasisscenanseare sinew ice eanineae SS dane Sis Sanne Ea w eee See aE eae eee Mae een ymatate 
Market apprecrati@n: ait. cce aces Geanmied.g dodce atacencbrgnte tia sence ac Gunranseaie dente e eergndeti a subeeraeesecteean 
ara tesiice er te Gaca ln tse ah ane ON ack a Oh Sete ashe a aoe Gh an Ohana On ase ae 


Eonding Dalame: 5 o.<.c:ece sce gr csetnin aces wena doaialy te 4A. a ean Bde and aan ane angela Te eRe ge a mates aed 


Years Ended December 31, 


2013 2012 2011 
$ 25,827.1 $16,896.6 $11,801.2 
19,097.6 12,3409 9,478.4 
(10,991.7) (5,921.7) (4,424.0) 
8,105.9 6,419.2 5,054.4 
2,124.6 2,542.0 181.1 
310.1 (30.7) (140.1) 

$ 36,367.7  $25,827.1 $16,896.6 
$ 6,231.6 $ 5,675.6 $ 4,321.2 
= 444.2 817.1 

= 444.2 817.1 

728.2 362.7 514.5 
(460.2) (250.9) 22.8 

$ 6,499.6 $ 6,231.6 $ 5,675.6 
$ 1,994.1 $ 2,294.8 $ 2,915.5 
(437.5) (300.7) ~—- (620.7) 

$ 1,556.6 $ 1,994.1 $ 2,294.8 
$ 1,295.7 $ 1,308.6 $ 1,538.5 
48.7 48.0 25.8 
(245.4) (238.2) ~— (267.8) 
(196.7) (190.2) (242.0) 
213.3 1773 11.1 
(0.5) an 1.0 

$ 1,311.8 $ 1,295.7 $ 1,308.6 
$ 5,829.0 $ 3,933.8 $ 3,833.0 
1,384.0 ‘1,178.4 733.5 
(1,225.9) (980.7) (779.5) 
158.1 197.7 (46.0) 
1,481.4 526.8 197.0 
(35.4) 1,170.7 (50.2) 

$ 7,433.1 $ 5,829.0 $ 3,933.8 
$ 4,359.5 $ 4,478.2 $ 5,063.9 
796.3 435.9 169.0 
(782.1) (576.1) (544.3) 
14.2 (140.2) (375.3) 
314.7 233.4 240.3 
(117.6) (211.9) (450.7) 

$ 4,570.8 $ 4,359.5 $ 4,478.2 
$ 45,537.0 $34,587.6 $29,473.3 
21,326.66 14,447.4 —11,223.8 
(13,245.1) (7,716.7) (6,015.6) 
8,081.5 6,730.7 ‘5,208.2 
4,862.2 3,842.2 ~—«'1,144.0 
(741.1) 376.5 (1,237.9) 

$ 57,739.6 $45,537.0 $34,587.6 


(1) Comprised of open-end and closed-end mutual fund distributions, net flows of cash management strategies, 
net flows and market appreciation (depreciation) on structured products, and net flows from non-sales 
related activities such as asset acquisitions/(dispositions) and the impact of leverage on assets under 
management. 

(2) Includes assets under management related to option strategies. 


The following table summarizes our assets under management by asset class: 


As of December 31, Change 
2013 vs. 2012 vs. 
2013 2012 2011 2012 % 2011 % 
($ in millions) Oe es 
Asset Class 
Equity ic2o-t4nie-noy eat iad $33,610.7 $24,668.1 $18,124.6 $ 8,942.6 36.3%$ 6,543.5 36.1% 
Fixed income ............. 15,829.4 14,861.2 12,314.6 968.2 6.5% 2,546.6 20.7% 
Alternative (1) ............ 6,711.9 3977.9 1,727.2 2,734.0 68.7% 2,250.7 130.3% 
Cash management ......... 1,587.6 2,029.8 2,421.2 (442.2) (21.8)% (391.4) (16.2%) 
Total. sies.cnt.ad-doaetews $57,739.6 $45,537.00 $34,587.6 $12,202.6  26.8%$10,949.4 31.7% 


(1) Includes assets under management primarily related to options, long/short strategies and real estate 
securities. 


Year ended December 31, 2013 compared to year ended December 31, 2012. At December 31, 2013, we 
managed $57.7 billion in total assets representing an increase of $12.2 billion or 26.8% from the $45.5 billion 
managed at December 31, 2012. The increase in assets under management for the year ended December 31, 2013 
was due primarily to overall positive net flows of $8.1 billion and market appreciation of $4.9 billion. The 
positive net flows were primarily the result of strong sales of long-term open-end mutual funds. Cash 
management assets declined for the year ended December 31, 2013 due to net outflows in our money market 
funds. 


Year ended December 31, 2012 compared to year ended December 31, 2011. At December 31, 2012, we 
managed $45.5 billion in total assets representing an increase of $10.9 billion or 31.7% from the $34.6 billion 
managed at December 31, 2011. The increase in assets under management for the year ended December 31, 2012 
was due primarily to overall positive net flows of $6.7 billion, market appreciation of $3.8 billion and the 
acquisition of Rampart Investment Management (“Rampart”) which added $1.3 billion. The positive net flows 
were primarily the result of strong sales of long-term open-end mutual funds and the launch of the Virtus Global 
Multi-Sector Income Fund (“VGI’) closed-end fund. Cash management assets declined for the year ended 
December 31, 2012 due to redemptions of cash management institutional mandates. 
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Average Assets Under Management and Average Basis Points 


The following table summarizes average assets under management and the average management fee earned: 


As of December 31, 
Average Fee Earned Average Assets Under Management 
(expressed in basis points) ($ in millions) 
2013 2012 2011 2013 2012 2011 

Products 
Mutual Funds—Long-term Open-End (1) ........ 51 51 46 $32,520.4 $21,446.55 $14,799.0 
Mutual Funds—Closed-End ................... 62 59 54 6,476.0 6,014.9 4,851.7 
Mutual Funds—Money Market Open-End (1) ..... 2 4 4 1,700.7 1,845.7 2,516.1 
Variable Insurance Funds (1) .................. 57 48 42 1,300.6 1,319.8 1,447.0 
Separately Managed Accounts ................. 49 51 49 6,471.4 4,586.0 3,905.3 
Institutional Products ...............0000000 08 34 31 27 4,506.7 4,418.6 5,476.5 

All Products .............. 0.0000 c neues 49 47 41 $52,975.8 $39,631.5 $32,995.6 


(1) Average fees earned are net of non-affiliated subadvisory fees. 


Long-term and money market open-end mutual fund and variable insurance fund fees are calculated based 
on average daily net assets. Closed-end fund fees are calculated based on either average weekly or daily net 
assets. Average fees earned will vary based on several factors, including the asset mix and reimbursements to 
funds. Separately managed account fees are generally calculated based on the end of the preceding or current 
quarter’s asset values or on an average of month-end balances. Institutional product fees are calculated based on 
an average of month-end balances. Structured finance product fees, which are included in institutional products, 
are calculated based on a combination of the underlying cash flows and the principal value of the product. 


Year ended December 31, 2013 compared to year ended December 31, 2012. The average fee rate earned 
for 2013 increased as compared to the prior year as equity and alternative products, which generally have higher 
fees, represented a higher percentage of our assets under management due to strong sales, positive flows and 
market appreciation. The average fee rate earned on closed-end funds increased for 2013 as compared to the 
same period in 2012 due to decreased fee waivers. The average fee rate earned on variable insurance funds 
increased in 2013 as compared to the same period in 2012 due to a decrease in fund reimbursements over the 
same periods. The average fee rate earned on institutional products increased in 2013 as compared to 2012 due to 
higher fee rates on new institutional mandates and additional fees on one of our structured products. 


Year ended December 31, 2012 compared to year ended December 31, 2011. The average fee rate earned 
for 2012 increased as compared to the prior year as equity products, which generally have higher fees, 
represented a higher percentage of our assets under management due to strong sales, positive flows and market 
appreciation as well as the internalization of the Newfleet Multi-Sector portfolio management team in the second 
quarter of 2011, which eliminated a prior subadvisory fee. The average fee rate earned on closed-end funds 
increased for 2012 as compared to the same period in 2011 due to the addition of the Duff & Phelps Global 
Utility Income Fund closed-end fund during the third quarter of 2011 and the Virtus Global Multi-Sector Income 
Fund closed end fund during the first quarter of 2012. The average fee rate earned on variable insurance funds 
increased in 2012 as compared to the same period in 2011 due to a decrease in fund reimbursements over the 
same periods. The average fee rate earned on institutional products increased in 2012 as compared to 2011 due to 
the redemption of cash management institutional mandates on which we earn lower fee rates. 
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Results of Operations 


Summary Financial Data 


15.1% 


334.8% 
(972.2)% 
(193.9)% 


398.8% 
(120.4)% 


(74.0) % 
N/A 


(100.0)% 


(99.7) % 


(66.3) % 


Years Ended December 31, Change 
2013 2012 2011 2013 vs. 2012 % 2012 vs. 2011 

($ in thousands) 
Investment management fees .... $260,557 $187,875 $ 135,063 $ 72,682 38.7% $ 52,812 
Other revenues ............... 128,658 92,211 69,589 36,447 39.5% 22,622 
Total revenues .............. 389,215 280,086 204,652 109,129 39.0% 75,434 
Operating expenses ........... 271,298 = 215,520 186,731 55,778 25.9% 28,789 
Amortization expense ......... 4,413 4,121 4,018 292 719% 103 
Total expenses ............... 275,711 219,641 190,749 56,070 25.5% 28,892 
Operating income ............ 113,504 60,445 13,903 53,059 87.8% 46,542 
Other income (expense), net .... 5,939 3,925 (450) 2,014 51.3% 4,375 
Interest income (expense), net ... 2,465 433 (461) 2,032 469.3% 894 
Income before income taxes ... —- 121,908 64,803 12,992 57,105 88.1% 51,811 
Income tax expense (benefit) .... 44,778 27,030 (132,428) 17,748 65.7% 159,458 
Net income ................. 77,130 37,773 145,420 39,357 104.2% (107,647) 
Noncontrolling interests ........ (1,940) (101) — (1,839) 1820.8% (101) 
Preferred stockholder 

dividends ................. — — (9,482) — N/A 9,482 
Allocation of earnings to 

preferred stockholders ....... — (64) (24,260) 64 (100.0)% 24,196 
Net income attributable to 

common stockholders ...... $ 75,190 $ 37,608 $111,678  $ 37,582 99.9%  $ (74,070) 


Revenues 


Revenues by source for the years ended December 31, 2013, 2012 and 2011 were as follows: 


Years Ended December 31, 

($ in thousands) 2013 2012 2011 2013 vs. 2012 
Investment management fees 
Mutual funds ................... $206,516 $144,688 $ 95,176 $ 61,828 
Separately managed accounts ...... 31,510 23,245 19,166 8,265 
Institutional accounts ............. 15,184 13,554 14,596 1,630 
Variable insurance funds .......... 7,347 6,388 6,125 959 
Total investment management 

PEGS ese 8 sccachccecciad ed adevoatocansetyans 260,557 187,875 135,063 72,682 
Distribution and service fees ...... 78,965 56,866 43,792 22,099 
Administration and transfer agent 

fOOS y-caiks sow 2s Fhe Sedaewiees< 48,185 33,779 23,878 14,406 
Other income and fees ........... 1,508 1,566 1,919 (58) 
Total revenues ................. $389,215 $280,086 $204,652 $109,129 


Investment Management Fees 


Change 
% 2012 vs. 2011 

42.7% $49,512 
35.6% 4,079 
12.0% (1,042) 
15.0% 263 
38.7% 52,812 
38.9% 13,074 
42.6% 9,901 
(3.7) % (353) 
39.0% $75,434 


52.0% 
21.3% 
(7.1)% 

4.3% 


39.1% 
29.9% 


41.5% 
(18.4) % 


36.9% 


Year ended December 31, 2013 compared to year ended December 31, 2012. Investment management fees 
are earned based on a percentage of assets under management, and are paid pursuant to the terms of the 
respective investment management contracts, which generally require monthly or quarterly payments. Investment 
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management fees increased by $72.7 million or 38.7% for the year ended December 31, 2013 due to a 33.7% 
increase in average assets under management and an increase of approximately 2.0 basis points in average fee 
rate earned. The increase in average assets under management for the year ended December 31, 2013 was due 
primarily to overall positive net flows of $8.1 billion resulting from higher sales of long-term open-end mutual 
funds in 2013 and market appreciation of $4.9 billion. Revenues increased at a higher rate than assets under 
management due to the increase in the average fee rate earned and the mix of assets. Cash management assets 
represented 2.7% of total assets under management at December 31, 2013 compared to 4.5% at December 31, 
2012. 


Year ended December 31, 2012 compared to year ended December 31, 2011. Investment management fees 
increased by $52.8 million or 39.1% for the year ended December 31, 2012 due to a 20.1% increase in average 
assets under management and an increase of approximately 6.5 basis points in average fee rate earned. The 
increase in average assets under management for the year ended December 31, 2012 was due primarily to overall 
positive net flows of $6.7 billion resulting from higher sales of long-term open-end mutual funds in 2012 and 
market appreciation of $3.8 billion. Revenues increased at a higher rate than assets under management due to the 
increase in the average fee rate earned and the mix of assets. Cash management assets represented 4.5% of total 
assets under management at December 31, 2012 compared to 7.0% at December 31, 2011. 


Distribution and Service Fees 


Year ended December 31, 2013 compared to year ended December 31, 2012. Distribution and service fees, 
which are asset-based fees earned from open-end mutual funds and variable insurance funds for distribution 
services, increased by $22.1 million or 38.9% for the year ended December 31, 2013 as compared to the prior 
year due to higher assets under management. The increase in fees also resulted in a corresponding increase in 
distribution and administrative expenses, primarily driven by increased payments to our third-party distribution 
partners for providing services to investors in our sponsored funds. 


Year ended December 31, 2012 compared to year ended December 31, 2011. Distribution and service fees 
increased by $13.1 million or 29.9% for the year ended December 31, 2012 as compared to the prior year due to 
higher assets under management. The increase in fees also resulted in a corresponding increase in distribution 
and administrative expenses, primarily driven by increased payments to our third-party distribution partners for 
providing services to investors in our sponsored funds. 


Administration and Transfer Agent Fees 


Year ended December 31, 2013 compared to year ended December 31, 2012. Administration and transfer 
agent fees represent fees earned for fund administration and shareholder services from our open-end mutual 
funds, variable insurance funds and certain of our closed-end funds. Fund administration and transfer agent fees 
increased $14.4 million for the year ended December 31, 2013 as compared to the prior year due to higher long- 
term open-end mutual fund average assets under management. 


Year ended December 31, 2012 compared to year ended December 31, 2011. Fund administration and 
transfer agent fees increased $9.9 million for the year ended December 31, 2012 as compared to the prior year 
due to higher average assets under management in 2012 as compared to 2011. 


Other Income and Fees 


Year ended December 31, 2013 compared to year ended December 31, 2012. Other income and fees 
primarily represent contingent sales charges earned from investor redemptions levied on certain shares sold 
without a front-end sales charge and fees earned for the distribution of unaffiliated products. Other income and 
fees decreased $0.1 million primarily due to a decrease in fees earned for the distribution of unaffiliated products. 
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Year ended December 31, 2012 compared to year ended December 31, 2011. Other income and fees 
decreased $0.4 million primarily due to a decrease in fees earned for the distribution of unaffiliated products. 


Operating Expenses 


Operating expenses by category were as follows: 


Years Ended December 31, Change 
2013 vs. 2012 vs. 
oe. 2 , We. 2 SS 

($ in thousands) 
Operating expenses 

Employment expenses ........... $131,768 $105,571 $ 92,543 $26,197 24.8%$13,028 14.1% 

Distribution and administrative 

EXPENSES: is.cc% on eos HB sede d 97,786 72,210 60,176 25,576 35.4% 12,034 20.0% 

Other operating expenses......... 41,541 36,142 32,004 5,399 14.9% 4,138 12.9% 

Restructuring and severance ...... 203 1,597 2,008 (1,394) (87.3)% (411) (20.5)% 

Amortization expense ........... 4,413 4,121 4,018 292 7.1% 103 2.6% 
Total operating expenses ............ $275,711 $219,641 $190,749 $56,070 25.5%$28,892 15.1% 
Employment Expenses 


Year ended December 31, 2013 compared to year ended December 31, 2012. Employment expenses 
primarily consist of fixed and variable compensation and related employee benefit costs. Employment expenses 
of $131.8 million increased $26.2 million or 24.8% as compared to the year ended December 31, 2012. The 
increase is primarily due to increases in sales and profit-based variable compensation, payroll taxes and other 
benefits resulting from higher sales and profits and staff additions related to the growth of the business and the 
full year impact from the addition of a new affiliate. 


Year ended December 31, 2012 compared to year ended December 31, 2011. Employment expenses of 
$105.6 million increased $13.0 million or 14.1% as compared to the year ended December 31, 2011 primarily 
due to increases in variable compensation as well as $2.8 million in additional employment expenses for the year 
ended December 31, 2012, related to the addition of the Newfleet Multi-Sector team during the second quarter of 
2011. Additionally, payroll-related tax expense increased by $1.0 million compared to the same period in the 
prior year due to higher annual incentive compensation payments and equity awards vesting. 


Distribution and Administrative Expenses 


Year ended December 31, 2013 compared to year ended December 31, 2012. Distribution and 
administrative expenses primarily consist of payments to third-party distribution partners for providing services 
to investors in our sponsored funds. These payments are generally based on percentages of either assets under 
management or sales. These expenses also include the amortization of deferred sales commissions related to up- 
front commissions on shares sold without a front-end sales charge to shareholders. The deferred sales 
commissions are amortized over the periods in which commissions are generally recovered from distribution fee 
revenues and contingent sales charges received from shareholders of the funds upon redemption of their shares. 
Distribution and administrative expenses increased $25.6 million or 35.4% in the year ended December 31, 2013 
as compared to the prior year. The increase is primarily due to increases in our assets under management. There 
were $3.9 million of closed-end fund launch costs in the first quarter of 2012 for which there were no comparable 
costs incurred during the corresponding period in 2013. 


Year ended December 31, 2012 compared to year ended December 31, 2011. Distribution and 
administrative expenses increased $12.0 million or 20.0% in the year ended December 31, 2012 as compared to 
the prior year. The increase is primarily due to an increase of $15.9 million in payments to our third-party 
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distribution partners and $1.8 million of higher amortization of deferred sales commissions consistent with 
increases in our assets under management. The increases were offset by a decrease in closed-end fund launch 
costs of $5.7 million in 2012 as compared to 2011. 


Other Operating Expenses 


Year ended December 31, 2013 compared to year ended December 31, 2012. Other operating expenses 
primarily consist of investment research and technology costs, professional fees, travel and entertainment costs, 
rent and occupancy expenses and other miscellaneous costs. Other operating expenses increased $5.4 million or 
14.9% to $41.5 million for the year ended December 31, 2013 as compared to $36.1 million in the prior year 
primarily due to increases in investment research costs, depreciation expense, rent and occupancy costs as a 
result of the addition of Rampart during the fourth quarter of 2012 and travel and entertainment costs associated 
with the expansion of the retail distribution team, partially offset by reductions in professional fees. 


Year ended December 31, 2012 compared to year ended December 31, 2011. Other operating expenses 
increased $4.1 million or 12.9% to $36.1 million for the year ended December 31, 2012 as compared to $32.0 
million in the prior year primarily due to an increase in travel and entertainment costs associated with the 
expansion of our retail distribution team, increased professional fees and the full year impact on other operating 
expenses related to the addition of the Newfleet Multi-Sector team. 


Restructuring and Severance 


We incurred $0.2 million, $1.6 million, and $2.0 million of restructuring and severance costs in 2013, 2012, 
and 2011, respectively, resulting from staff reductions. 


Amortization Expense 


Year ended December 31, 2013 compared to year ended December 31, 2012. Amortization expense 
primarily consists of the straight-line amortization of acquired investment advisory contracts, recorded as 
definite-lived intangible assets, over their estimated useful lives. Amortization expense of $4.4 million for the 
year ended December 31, 2013 increased from the prior year by $0.3 million or 7.1% due to the addition of 
intangible assets as a result of the acquisition of Rampart in 2012. 


Year ended December 31, 2012 compared to year ended December 31, 2011. Amortization expense of $4.1 
million for the year ended December 31, 2012 increased from the prior year by $0.1 million or 2.6 % due to the 
addition of intangible assets as a result of the acquisition of Rampart. 


Other Income (Expense), net 


Year ended December 31, 2013 compared to year ended December 31, 2012. Other income (expense), net 
primarily consists of realized and unrealized gains and losses recorded on trading securities and investments of 
consolidated sponsored investment products. Other income (expense), net increased from the prior year by $2.0 
million or 51.3% due to increases in the market value of trading securities and realized and unrealized gains 
related to investments of consolidated sponsored investment products. 


Year ended December 31, 2012 compared to year ended December 31, 2011. Other income (expense), net 
increased from the prior year by $4.4 million or 972.2% due to increases in the market value of trading securities 
and realized and unrealized gains related to investments of consolidated sponsored investment products. 


Interest Income (Expense), net 


Year ended December 31, 2013 compared to year ended December 31, 2012. Interest income (expense), net 
consists of interest and dividend income earned on cash equivalents, investments and investments of consolidated 
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sponsored investment products net of interest expense on our debt. Interest income (expense), net increased $2.0 
million for the year ended December 31, 2013 compared to the prior year. The increase in interest income 
(expense), net is due to higher interest and dividend income earned on investments of our consolidated sponsored 
investment products and $0.1 million in lower interest expense for the year since we repaid our debt outstanding 
during the third quarter of 2013. During September 2013, we repaid the entire outstanding balance under our 
amended senior secured revolving credit facility (“Credit Facility”). The effective interest rate on our outstanding 
long-term debt, inclusive of the amortization of deferred financing costs, was 4.77% through the period we had 
outstanding debt in 2013 as compared to 5.05% as of December 31, 2012. The decrease in our effective interest 
rate is due to the decrease in our interest rate based on the terms of our Credit Facility. 


Year ended December 31, 2012 compared to year ended December 31, 2011. Interest income (expense), net 
increased $0.9 million for the year ended December 31, 2012 compared to the prior year. The increase in interest 
income (expense), net is due to higher interest and dividend income earned on our cash equivalents and 
investments as well as investments of our consolidated sponsored investment products. Interest expense in 2012 
remained consistent with 2011. The effective interest rate of the Company’s outstanding long-term debt, 
inclusive of the amortization of deferred financing costs, was 5.05% as of December 31, 2012 as compared to 
4.28% as of December 31, 2011. The increase in our effective interest rate is due to the increase in the 
amortization of deferred financing costs as we incurred additional costs when the Company amended the Credit 
Facility in September 2012. 


Income Tax Expense (Benefit) 


Year ended December 31, 2013 compared to year ended December 31, 2012. The provision for income 
taxes reflects federal, state and local taxes at an estimated annual effective tax rate of 36.7% and 41.7%, for the 
years ended December 31, 2013 and 2012, respectively. The primary difference in the annual effective tax rate 
for 2013 compared to 2012 was attributable to a reduction of the recorded value of our state net deferred tax asset 
of $3.4 million in 2012 due to an expected decrease in our state tax rate. 


Year ended December 31, 2012 compared to year ended December 31, 2011. The estimated annual effective 
tax rate was 41.7% and (1,019.3%) for the years ended December 31, 2012 and 2011, respectively. The primary 
difference in the annual effective tax rate for 2012 compared to 2011 was due to the changes in management’s 
assessment as to the realizability of its deferred tax assets. The Company released its valuation allowance during 
the fourth quarter of 2011 on all net deferred tax assets other than those related to capital losses and state net 
operating loss carryforwards that are not expected to be utilized prior to expiration. Prior to the fourth quarter of 
2011, the Company offset all changes in its deferred tax assets with a valuation allowance which led to an 
effective tax rate that was substantially different from the applicable statutory tax rates. In addition, primarily as 
a result of 2012 business changes and growth, the Company’s future state tax rate is expected to decrease in the 
current and future years as compared to 2011. This change resulted in the reduction of the recorded value of the 
Company’s state net deferred tax asset of $3.4 million. 


Effects of Inflation 


Inflation can impact our organization primarily in two ways. First, inflationary pressures can result in 
increases in our cost structure, especially to the extent that large expense components such as compensation are 
impacted. To the degree that these expense increases are not recoverable or cannot be counterbalanced through 
pricing increases due to the competitive environment, our profitability could be negatively impacted. Secondly, 
the value of the assets that we manage may be negatively impacted when inflationary expectations result in a 
rising interest rate environment. Declines in the values of these assets under management could lead to reduced 
revenues as management fees are generally earned as a percent of assets under management. 
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Liquidity and Capital Resources 
Certain Financial Data 


The following tables summarize certain key financial data relating to our liquidity and capital resources: 


As of December 31, Change 
2013 vs. 2012 vs. 

($ in thousands) 2013 2012 2011 2012 % 2011 % 
Balance Sheet Data (1) 
Cash and cash equivalents ........ $271,014 $ 63,432 $ 45,267 $207,582 327.3%$ 18,165 40.1% 
Investments ..............0.00005 37,258 18,433 18,357 18,825 102.1% 76 0.4% 
Deferred taxes, net .............. 64,500 96,923 123,692 (32,423) (33.5)% (26,769) (21.6)% 
DEbt: chance sak Rede abe dmenee res — 15,000 15,000 =(15,000) (100.0)% — — % 
Convertible preferred stock (2) .... — —_— 35,217 — — % (35,217) (100.0)% 
Total equity ................... 492,868 244,471 183,155 248,397 101.6% 61,316 33.5% 
Net assets of consolidated sponsored 

investment products (3) ........ 98,433 40,397 — 58,036 143.7% 40,397 N/A 
Working capital (4) ............. 238,128 39,637 26,559 198,491 500.8% 13,078 49.2% 

Years Ended December 31, 
2013 2012 2011 

Cash Flow Data 
Provided by (used in) 
Operating activities. itary sees a yd bah ed weet oie ee Ga ews $ 28,837 $ 39,818 $ 23,650 
IMVESUMS ACHVITIES: «2.6 42624 gokencad easel wanrgdpuaten tsp gh ac tend Ged ach do avacecacebave a gepiatbiw ie (6,231) (5,167) (4,070) 
PInancing ACUIVINES .2 cst enbie eda desde beer eens dw dedewd yeas 185,493 (16,472) (18,261) 


(1) During 2013, the Company changed its balance sheet presentation from classified; distinguishing between 
short-term and long-term accounts, to unclassified with no such distinction. All prior periods have been 
recast to conform to such presentation. 

(2) On January 6, 2012, all 35,217 outstanding shares of Series B converted to 1,349,300 shares of common 
stock in connection with the conversion agreement entered into on October 27, 2011 between the Company 
and BMO, the holder of the outstanding Series B. As a result of the conversion, all of the preferred shares 
have been retired. 

(3) Net assets of consolidated sponsored investment products are comprised of $149.2 and $43.9 million of total 
assets, $8.6 and $0.3 million of total liabilities and $42.2 and $3.2 million of redeemable noncontrolling 
interest at December 31, 2013 and 2012, respectively. 

(4) Working capital is defined as cash and cash equivalents plus accounts receivable, net less accrued 
compensation and benefits and accounts payable and accrued liabilities. 


Short-Term Capital Requirements 


Our short-term capital requirements, which we consider to be those capital requirements due within one 
year, include payment of annual incentive compensation, salary costs and other operating expenses, primarily 
consisting of investment research costs, professional fees and occupancy expenses. Incentive compensation, 
which is generally the Company’s largest annual operating cash payment, is paid in the first quarter of the year. 
In the first quarter of 2013 and 2012, we paid approximately $33.0 million and $24.8 million, respectively, in 
incentive compensation earned during the years ended December 31, 2012 and 2011, respectively. Short-term 
capital requirements may also be affected by employee tax withholding payments related to net share settlement 
upon vesting of restricted stock units (“RSUs”). For the years ended December 31, 2013 and 2012, a total of 
38,222 and 143,102 RSUs, respectively, were withheld through net share settlement by the Company to settle 
employee tax withholding obligations. The Company paid $7.5 million and $11.5 million in employee tax 
withholding obligations related to the RSUs withheld for the years ended December 31, 2013 and 2012, 
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respectively. These net share settlements had the effect of share repurchases by the Company as they reduced the 
number of shares that otherwise would have been issued as a result of the vesting. The amount we pay in future 
periods will vary based on our stock price, the number of RSUs vesting during the period and whether we and 
our employees elect to satisfy withholding taxes through net share settlement. Approximately 96,000 RSUs are 
expected to vest in March 2014 that may require a cash outlay related to employee tax withholdings. 


Our working capital is comprised of cash and cash equivalents plus accounts receivable, net less accrued 
compensation and benefits and accounts payable and accrued liabilities. Working capital was $238.1 million as 
of December 31, 2013, an increase of $198.5 million from $39.6 million as of December 31, 2012, primarily due 
to the proceeds received in a public offering of our common stock in September 2013. We believe our working 
capital and cash flows from operations will be adequate to meet our short term capital requirements. 


Uses and Sources of Capital 


We expect that our main uses of cash will be to (i) invest in our organic growth, including our distribution 
efforts and closed-end fund launches; (ii) seed new investment strategies and mutual funds to introduce new 
products or to enhance distribution access; (iii) acquire shares of our common stock; (iv) fund ongoing and 
potential investments in our infrastructure to achieve greater economies of scale and a more efficient overall cost 
structure; and (v) invest in inorganic growth opportunities as they arise. 


In September 2013, we issued 1.3 million shares of common stock in a public offering for net proceeds of 
$191.8 million, after underwriting discounts, commissions and other offering expenses pursuant to an already 
effective shelf registration statement. We expect to use the net proceeds of this offering to expand our seed 
capital program for new investment strategies and general corporate purposes. 


In addition, during 2013 we paid approximately $19.7 million to repurchase a total of 105,000 common 
shares under the board authorized share repurchase program. During 2012, we paid approximately $8.9 million to 
repurchase 90,000 common shares under the same program. 


Capital and Reserve Requirements 


VPD, a wholly-owned subsidiary of the Company, is a broker-dealer registered with the SEC and is 
therefore subject to certain rules regarding minimum net capital, as defined by those rules. VPD is required to 
maintain a ratio of “aggregate indebtedness” to “net capital,” as defined, which may not exceed 15 to | and must 
also maintain a minimum amount of net capital. Failure to meet these requirements could result in adverse 
consequences to us including additional reporting requirements, a lower required ratio of aggregate indebtedness 
to net capital or interruption of our business. At December 31, 2013 and 2012, the ratio of aggregate indebtedness 
to net capital of our broker-dealer was below the maximum allowed and its net capital was significantly greater 
than the required minimum. 


Balance Sheet 


Cash and cash equivalents consist of cash in banks and money market fund investments. Cash and cash 
equivalents typically increase in the second, third and fourth quarters of the year as we record, but do not pay, 
variable incentive compensation. Annual incentive compensation is paid in the first quarter of the year. 
Investments consist primarily of investments in our affiliated mutual funds as well as equity method investments. 
At December 31, 2013 we had no debt outstanding and at December 31, 2012, our debt outstanding was $15.0 
million. 


Operating Cash Flow 


Net cash provided by operating activities of $28.8 million for the year ended December 31, 2013 declined 
by $11.0 million from net cash provided by operating activities of $39.8 million in the prior year due primarily to 
increases in purchases of investments by consolidated sponsored investment products, payments of deferred 
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commissions, accounts receivable and realized and unrealized gains on investments of consolidated sponsored 
investment products offset by an increase in our net income, amortization of deferred commissions and accrued 
compensation, accounts payable and accrued liabilities. Cash flows from operating activities for the year ended 
December 31, 2013 includes the expected utilization of deferred tax assets to reduce current taxes payable in the 
amount of $32.6 million. 


Net cash provided by operating activities of $39.8 million for the year ended December 31, 2012 improved 
by $16.1 million from net cash provided by operating activities of $23.7 million in the prior year due primarily to 
increases in our revenues based on higher average assets under management, amortization of deferred 
commissions, and sales of trading securities, offset by increases in the purchases of trading securities and 
investments of consolidated sponsored investment products, higher annual incentive compensation payments, 
and increases in accounts receivable due to higher average assets under management. 


Investing Cash Flow 


Net cash used in investing activities consists primarily of capital expenditures, acquisitions of businesses, 
other acquisitions and the reinvestment of dividends in our sponsored mutual funds. Net cash used in investing 
activities of $6.2 million for the year ended December 31, 2013 increased by $1.1 million from net cash used in 
investing activities of $5.2 million in the prior year due primarily to the acquisition of our equity method 
investment in Kleinwort Benson Investors International, Ltd. as well as the change in cash and cash equivalents 
as a result of the deconsolidation of certain consolidated sponsored investment products offset by a decrease in 
capital expenditures of approximately $1.8 million. 


Net cash used in investing activities of $5.2 million for the year ended December 31, 2012 increased by $1.1 
million from net cash used in investing activities of $4.1 million in the prior year due primarily to capital 
expenditures of approximately $3.8 million. The majority of the capital expenditures made during the year ended 
December 31, 2012 were for leasehold improvements as well as computer equipment and software. On 
October 1, 2012, we completed the acquisition of substantially all of the assets of Rampart for $0.7 million in 
cash. The large increase in capital expenditures was offset by a decrease in the purchases of investment 
management contracts. 


Financing Cash Flow 


Cash flows used in financing activities consist primarily of repurchases of our common stock, acquisitions 
of investment management contracts and payments to settle tax withholding obligations for the net share 
settlement of RSUs offset by proceeds from stock option exercises and contributions to noncontrolling interests 
related to our consolidated sponsored investment products. For the year ended December 31, 2013, net cash 
provided by financing activities of $185.5 million consists primarily of net proceeds of $191.8 million from the 
issuance of 1.3 million shares of common stock in a public offering, $35.5 million in third-party contributions to 
the noncontrolling interests in our consolidated sponsored investment products and $0.6 million in proceeds from 
stock option exercises offset by the repayment of the total amount outstanding of $15.0 million on our Credit 
Facility, repurchases of our common stock of $19.7 million, payments to settle tax withholding obligations for 
the net share settlement of RSUs of $7.5 million and contingent payments made related to acquired investment 
management contracts of $0.6 million. 


For the year ended December 31, 2012, net cash used in financing activities of $16.5 million consists of 
payments to settle tax withholding obligations for the net share settlement of RSUs of $12.0 million, repurchases 
of our common stock of $8.9 million, contingent payments made related to the variable insurance trust adoption 
of $0.7 million and deferred financing costs paid in conjunction with an amendment and restatement of our 
Credit Facility of $0.7 million, offset by $2.6 million in proceeds from stock option exercises. 


35 


Debt 


Our Credit Facility, as amended and restated, has a five-year term and provides borrowing capacity of up to 
$75.0 million with a $7.5 million sub-limit for the issuance of standby letters of credit. In addition, the Credit 
Facility provides for a $50.0 million increase provision conditioned on approval by the lending group. The Credit 
Facility is secured by substantially all of our assets. At December 31, 2013, no amount was outstanding and at 
December 31, 2012, $15.0 million was outstanding under the Credit Facility. As of December 31, 2013, we had 
the capacity to draw on the entire $75.0 million available under the Credit Facility. 


Amounts outstanding under the Credit Facility bear interest at an annual rate equal to, at our option, either 
LIBOR for interest periods of 1, 2, 3 or 6 months or an alternate base rate (as defined in the Credit Facility 
agreement), plus, in each case, an applicable margin, that ranges from 0.75% to 2.50%. Under the terms of the 
Credit Facility, we are also required to pay certain fees, including an annual commitment fee that ranges from 
0.35% to 0.50% on undrawn amounts and a letter of credit participation fee at an annual rate equal to the 
applicable margin as well as any applicable fronting fees, each of which is payable quarterly in arrears. 


The Credit Facility contains customary covenants, including covenants that restrict (subject in certain 
instances to minimum thresholds or exceptions) our and certain of our subsidiaries’ ability to incur additional 
indebtedness, create liens, merge or make acquisitions, dispose of assets, enter into leases, sale/leasebacks or 
acquisitions of capital stock, and make loans, guarantees and investments, among other things. In addition, the 
Credit Facility contains certain financial covenants, the most restrictive of which include: (i) a minimum interest 
coverage ratio (generally, adjusted EBITDA to interest expense as defined in and for the period specified in the 
Credit Facility agreement) of at least 4.00:1, and (ii) a leverage ratio (generally, total debt as of any date to 
adjusted EBITDA as defined in and for the period specified in the Credit Facility agreement) of no greater than 
2.75:1. For purposes of the Credit Facility, adjusted EBITDA generally means, for any period, our net income 
before interest expense, income taxes, depreciation and amortization expense, and excluding non-cash stock- 
based compensation, unrealized mark-to-market gains and losses, certain severance, and certain non-cash non- 
recurring gains and losses as described in and specified under the Credit Facility. At December 31, 2013, we 
were in compliance with all financial covenants under the Credit Facility. 


The Credit Facility agreement also contains customary provisions regarding events of default which could 
result in an acceleration of amounts due under the facility. Such events of default include our failure to pay 
principal or interest when due, our failure to satisfy or comply with covenants, a change of control, the 
imposition of certain judgments, the invalidation of liens we have granted, and a cross-default to other debt 
obligations. 


Contractual Obligations 


The following table summarizes our contractual obligations as of December 31, 2013: 


Payments Due 


Less Than More Than 
($ in millions) Total 1 Year 1-3 Years 3-5 Years 5 Years 
Mease-Ob lis att Ons: :sciscasis asa be usa datsnn lids dhecans he eraceva aus $18.0 $3.1 $7.7 $ 3.7 $ 3.5 
Credit Facility, including commitment fee (1) ............ 1.0 0.3 0.7 — — 
Minimum payments on service contracts (2) ............. 2.5 2.2 0.3 —_— — 
Contingent consideration (3) ......... 0... cee ee eee eee 0.5 — 0.5 — — 
LOAN ies wiih ds Aad shave eh acre ph Eee bladed AAR Gea aes $22.0 $ 5.6 $9.2 $3.7 $3.5 


(1) At December 31, 2013, we had no amount outstanding under our Credit Facility, which has a variable 
interest rate. Amounts outstanding under the Credit Facility bear interest at an annual rate equal to, at our 
option, either LIBOR for interest periods of 1, 2, 3 or 6 months or an alternate base rate, plus, in each case, 


36 


an applicable margin, that ranges from 0.75% to 2.50%. We are also required to pay an annual commitment 
fee that ranges from 0.35% to 0.50% on undrawn amounts. Payments due are estimated based on the 
commitment fee rate of 0.35% in effect on December 31, 2013. 

(2) Service contracts include contractual amounts that will be due to purchase goods and services to be used in 
our operations and may be canceled at earlier times than those indicated under certain conditions that may 
include termination fees. 

(3) The amount of contingent consideration related to business acquisitions and purchases of investment 
management contracts and represents our expected settlement amounts. These payments are variable and 
will fluctuate based on assets under management, projected net flows and market appreciation/ 
(depreciation) and could be materially different if the actual asset and market assumptions differ from these 
estimates and could be zero if the assets run-off or are removed. 


The table above excludes approximately $32.6 million of unrecognized tax benefits accounted for under 
Accounting Standards Codification (“ASC”) 740, Income Taxes, as we are unable to reasonably estimate the 
ultimate amount or timing of any settlement. See Note 7 to our consolidated financial statements for more 
information. 


Impact of New Accounting Standards 


For a discussion of accounting standards, see Note 2 to our consolidated financial statements. 


Off-Balance Sheet Arrangements 


We do not invest in any off-balance sheet vehicles that provide liquidity, capital resources, market or credit 
risk support, or engage in any leasing activities that expose us to any liability that is not reflected in our 
consolidated financial statements. 


Critical Accounting Policies and Estimates 


Our consolidated financial statements and the accompanying notes are prepared in accordance with 
Generally Accepted Accounting Principles, which requires the use of estimates. Actual results will vary from 
these estimates. Management believes the following critical accounting policies are important to understanding 
our results of operations and financial position. 


Consolidation 


The consolidated financial statements include the accounts of the Company, its subsidiaries and sponsored 
investment products in which it has a controlling financial interest. The Company is generally considered to have 
a controlling financial interest when it owns a majority of the voting interest in an entity or otherwise has the 
power to govern the financial and operating policies of the subsidiary. See Note 20 to our consolidated financial 
statements for additional information related to the consolidation of sponsored investment products. 


The Company also evaluates for consolidation any variable interest entities (“VIEs’’) in which the Company 
is the primary beneficiary. A VIE is an entity in which either (a) the equity investment at risk is not sufficient to 
permit the entity to finance its own activities without additional financial support or (b) the group of holders of 
the equity investment at risk lack certain characteristics of a controlling financial interest. The primary 
beneficiary is the entity that has the obligation to absorb a majority of the expected losses or the right to receive 
the majority of the residual returns. The Company evaluates whether entities in which it has an interest are VIEs 
and whether the Company is the primary beneficiary of any VIEs identified in its analysis. 


Fair Value Measurements and Fair Value of Financial Instruments 


The Financial Accounting Standards Board (“FASB”) defines fair value as the price that would be received 
to sell an asset, or paid to transfer a liability, in an orderly transaction between market participants at the 


37 


measurement date. ASC 820, Fair Value Measurements and Disclosures establishes a framework for measuring 
fair value and a valuation hierarchy based upon the transparency of inputs used in the valuation of an asset or 
liability. Classification within the hierarchy is based upon the lowest level of input that is significant to the fair 
value measurement. The valuation hierarchy contains three levels as follows: 


Level 1 — Quoted prices for identical instruments in active markets. Level | assets and liabilities may 
include debt securities and equity securities that are traded in an active exchange market. 


Level 2 — Quoted prices for similar instruments in active markets; quoted prices for identical or similar 
instruments in markets that are not active; and model-derived valuations in which all significant inputs and 
significant value drivers are observable in active markets. Level 2 inputs may include observable market 
data such as closing market prices provided by independent pricing services after considering factors such 
as the yields or prices of comparable investments of comparable quality, coupon, maturity, call rights and 
other potential prepayments, terms and type, reported transactions, indications as to values from dealers and 
general market conditions. In addition, pricing services may determine the fair value of equity securities 
traded principally in foreign markets when it has been determined that there has been a significant trend in 
the U.S. equity markets or in index futures trading. Level 2 assets and liabilities may include debt and equity 
securities, purchased loans and over-the-counter derivative contracts whose fair value is determined using a 
pricing model without significant unobservable market data inputs. 


Level 3 — Valuations derived from valuation techniques in which one or more significant inputs or 
significant value drivers are unobservable in active exchange markets. 


The following is a discussion of the valuation methodologies used for the Company’s assets measured at fair 
value. 


Sponsored mutual funds and variable insurance funds represent investments in open-end mutual funds and 
variable insurance funds for which the Company acts as adviser and distributor. The fair value of these securities 
is determined based on their published net asset values and are categorized as Level 1. 


Investments of consolidated sponsored investment products represent the underlying debt and equity 
securities held in sponsored mutual funds in which the Company has an investment and are consolidated by the 
Company. Equity securities are valued at the official closing price on the exchange on which the securities are 
traded and are categorized within Level |. Level 2 investments include certain non-U.S. securities for which 
closing prices are not readily available or are deemed to not reflect readily available market prices and are valued 
using an independent pricing service as well as most debt securities which are valued based on quotations 
received from independent pricing services or from dealers who make markets in such securities. Pricing services 
do not provide pricing for all securities and therefore indicative bids from dealers are utilized, which are based on 
pricing models used by market makers in the security and are also included within Level 2. 


Equity securities include securities traded on active markets and are valued at the official closing price 
(typically last sale or bid) on the exchange on which the securities are primarily traded and are classified within 
Level 1. 


Sponsored closed-end funds represent investments for which the Company acts as adviser and are actively 
traded on the New York Stock Exchange. The fair value of these securities is determined based on the official 
closing price and are categorized as Level 1. 


Nonqualified retirement plan assets represent mutual funds within a nonqualified retirement plan whose fair 
value is determined based on their published net asset value and are classified as Level 1. 


Cash and cash equivalents, accounts receivable, accounts payable and accrued liabilities equal or 
approximate fair value based on the short-term nature of these instruments. The estimated fair value of debt at 
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December 31, 2012, which has a variable interest rate, approximates its carrying value and is classified as Level 
2. Marketable securities are reflected in the consolidated financial statements at fair value based upon publicly 
quoted market prices. 


Goodwill and Other Intangible Assets 


As of December 31, 2013, the carrying values of goodwill, indefinite-lived and definite-lived intangible 
assets was $5.3 million, $12.2 million and $32.4 million, respectively. Goodwill represents the excess of the 
purchase price of acquisitions over the fair value of identified net assets and liabilities acquired. Indefinite-lived 
intangible assets are comprised of acquired, closed-end fund investment advisory contracts. 


For goodwill and indefinite-lived intangible assets, impairment tests are performed annually, or more 
frequently, should circumstances change, which could reduce the fair value below its carrying value. We have 
determined that the Company has only one reporting unit for purposes of assessing the carrying value of 
goodwill. For definite-lived intangible assets, impairment testing is performed whenever events or changes in 
circumstances indicate that the carrying amount may not be recoverable. If the Company determines the carrying 
value of the definite-lived intangible assets is less than the sum of the undiscounted cash flows expected to result 
from the asset we will quantify the impairment using a discounted cash flow model. The key assumptions in the 
discounted cash flow model include; the estimated remaining useful life of the intangible asset; the discount rate; 
investment management fee rates on assets under management; and the market expense ratio factor. 


Definite-lived intangible assets are comprised of acquired investment advisory contracts. The Company 
monitors the useful lives of definite-lived intangible assets and revises the useful lives, if necessary, based on the 
circumstances. Significant judgment is required in estimating the period that these assets will contribute to our 
cash flows and the pattern over which these assets will be consumed. A change in the remaining useful life of any 
of these assets could have a significant impact on our amortization expense. All amortization expense is 
calculated on a straight-line basis. 


We apply the rules issued in Accounting Standards Update (“ASU”) 2011-08, Testing Goodwill for 
Impairment (the revised standard) which amends the rules for testing goodwill for impairment by allowing an 
entity the option to first assess qualitative factors to determine whether the existence of events or circumstances 
leads to a determination that it is more likely than not that the fair value of a reporting unit is less than its 
carrying amount. If, after assessing the totality of events or circumstances, an entity determines it is more likely 
than not that the fair value of a reporting unit is greater than its carrying amount, then performing the two-step 
impairment test is unnecessary. 


We apply the rules issued in ASU No. 2012-02, Testing Indefinite-Lived Intangible Assets for Impairment 
which provides entities with an option to perform a qualitative assessment of indefinite-lived intangible assets 
other than goodwill for impairment to determine if additional impairment testing is necessary. 


In assessing the qualitative factors to determine whether it is more likely than not that the fair value of a 
reporting unit for goodwill and each unit of accounting for indefinite-lived intangible assets is less than its 
carrying amount, we assess relevant events and circumstances that may impact the fair value and the carrying 
amount for each. The identification of relevant events and circumstances and how these may impact the fair 
value or carrying amount involve significant judgments and assumptions. The judgment and assumptions include 
the identification of macroeconomic conditions, industry and market considerations, cost factors, historical trends 
in operating margins, trending of each unit’s assets under management levels, overall financial performance, 
specific events such as secondary offerings and share price trends and making the assessment on whether each 
relevant factor will impact the impairment test positively or negatively and the magnitude of any such impact. 


Based upon our fiscal 2013 qualitative impairment analysis for goodwill and indefinite-lived intangible 
assets, prepared in accordance with ASU 2011-08 and ASU 2012-02, we concluded that there was no 
requirement to do a quantitative annual goodwill and indefinite-lived intangible asset impairment test. The key 
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qualitative factors that led to our conclusion were (i) that our fiscal 2010 goodwill impairment analysis indicated 
that the fair value of our reporting unit significantly exceeded the carrying amount; (ii) that our fiscal 2011 
indefinite-lived intangible asset impairment analysis indicated that the fair value of our units of accounting 
significantly exceeded the carrying amount; (iii) the significant increase in our share price and market 
capitalization since our fiscal 2010 annual goodwill impairment analysis; (iv) the significant increase in our 
assets under management since our fiscal 2011 indefinite-lived intangible asset impairment analysis; (v) that we 
continue to show positive financial performance overall; and (vi) positive operating margins and performance of 
the underlying funds that represent the indefinite-lived intangible assets recorded. During the year ended 
December 31, 2013, no events or circumstances occurred that indicated the carrying value of definite-lived 
intangible assets might be impaired and therefore no impairment tests were performed during this period. 


No impairments have been identified or recorded by the Company for the year ended December 31, 2013. 


Significant deterioration in markets or declines in revenues or in the value of the Company could result in 
future impairment charges. 


Revenue Recognition 


Investment management fees, distribution and service fees and administration and transfer agent fees are 
recorded as revenues during the period in which services are performed. Investment management fees are earned 
based upon a percentage of assets under management, and are paid pursuant to the terms of the respective 
investment management contracts, which generally require monthly or quarterly payment. Management fees for 
structured finance products, such as CDOs, are earned as services are rendered, but are subordinated to other 
interests and payable only if certain financial criteria of the underlying collateral are met, are recorded as 
revenues when the structured finance products are in compliance with required financial criteria and 
collectability is reasonably assured. The Company accounts for investment management fees in accordance with 
ASC 605, Revenue Recognition, and has recorded its management fees net of fees paid to unaffiliated 
subadvisers. Amounts paid to unaffiliated subadvisers for the years ended December 31, 2013, 2012 and 2011 
were $96.1 million, $53.7 million and $36.4 million, respectively. 


Investment management fees are calculated based on our assets under management. We rely on data 
provided to us by mutual funds and custodians in the pricing of assets under management, which are not reflected 
within our consolidated financial statements. The boards of our mutual funds and the custodians of the assets we 
manage have formal pricing policies and procedures over pricing of investments. As of December 31, 2013, our 
total assets under management by fair value hierarchy level as defined by ASC 820, Fair Value Measurements 
and Disclosures, was approximately 70.1% Level 1, 29.8% Level 2 and 0.1% Level 3. 


Distribution and service fees are earned based on a percentage of assets under management and are paid 
monthly pursuant to the terms of the respective distribution and service fee contracts. 


Administration and transfer agent fees consist of fund administration fees, transfer agent fees and fiduciary 
fees. Fund administration fees are earned based on the average daily assets in the funds. Transfer agent fees are 
earned based on the average daily assets in the funds. Fiduciary fees are recorded monthly based on the number 
of 401(k) accounts. The Company utilizes outside service providers to perform some of the functions related to 
fund administration and shareholder services. 


Other income and fees consist primarily of redemption income on the early redemption of certain share 
classes of mutual funds and brokerage commissions and fees earned for the distribution of nonaffiliated products. 
Commissions earned (and related expenses) are recorded on a trade date basis and are computed based upon 
contractual agreements. 
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Accounting for Income Taxes 


We account for income taxes in accordance with ASC 740, Income Taxes which requires recognition of the 
amount of taxes payable or refundable for the current year, as well as deferred tax liabilities and assets for the 
future tax consequences of events that have been included in the Company’s financial statements or tax returns. 
Deferred tax liabilities and assets result from differences between the book value and tax basis of the Company’s 
assets, liabilities and carry-forwards, such as net operating losses or tax credits. We recognize the tax benefit 
from an uncertain tax position only if it is more likely than not that the tax position will be sustained, based on 
the technical merits of the position. The tax benefits recognized in the financial statements from such a position 
are measured based on the largest benefit that has a greater than 50% likelihood of being realized upon ultimate 
settlement. The Company’s policy is to record interest and penalties related to income taxes as a component of 
income tax expense. 


Significant judgment is required in determining the provision for income taxes and, in particular, any 
valuation allowance that is recorded against our deferred tax assets. Our methodology for determining the 
realizability of deferred tax assets includes consideration of taxable income in prior carryback year(s) if 
carryback is permitted under the tax law, as well as consideration of the reversal of deferred tax liabilities that are 
in the same period and jurisdiction and are of the same character as the temporary differences that gave rise to the 
deferred tax assets. Our methodology also includes estimates of future taxable income from our operations, as 
well as the expiration dates and amounts of carryforwards related to net operating losses and capital losses. These 
estimates are projected through the life of the related deferred tax assets based on assumptions that we believe to 
be reasonable and consistent with demonstrated operating results. Changes in future operating results not 
currently forecasted may have a significant impact on the realization of deferred tax assets. Valuation allowances 
are provided when it is determined that it is more likely than not that the benefit of deferred tax assets will not be 
realized. 


Loss Contingencies 


The likelihood that a loss contingency exists is evaluated using the criteria of ASC 450, Loss Contingencies, 
and an accrued liability is recorded if the likelihood of a loss is considered both probable and reasonably 
estimable at the date of the consolidated financial statements. 


We believe that we have considered relevant circumstances that we may be currently subject to, and the 


consolidated financial statements accurately reflect our reasonable estimate of the results of our operations, 
financial condition and cash flows for the years presented. 
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk. 
Market Risk 


Substantially all of our revenues for the three years ended December 31, 2013 were derived from investment 
management, distribution and service, and administration and transfer agent fees, which are typically based on 
the market value of assets under management. Accordingly, a decline in the prices of securities would cause our 
revenues and income to decline due to a decrease in the value of the assets under management. In addition, a 
decline in security prices could cause our clients to withdraw their funds in favor of investments offering higher 
returns or lower risk, which would cause our revenues and income to decline. 


We are also subject to market risk due to a decline in the market value of our investments, consisting 
primarily of marketable securities. At December 31, 2013, the fair value of marketable securities was $168.0 
million. Assuming a 10.0% increase or decrease in the fair value of marketable securities at December 31, 2013, 
our net income would change by $16.5 million and our total comprehensive income would change by $16.8 
million for the year ended December 31, 2013. 


Interest Rate Risk 


Interest rate risk is the risk that interest rate volatility will result in unplanned fluctuations in earnings. At 
December 31, 2013, we were exposed to interest rate risk as a result of holding investments in fixed-income 
sponsored funds of $49.2 million and investments in debt securities held by certain consolidated sponsored 
investment products of $47.1 million. Assuming a 10.0% increase or decrease in interest rates, our net income 
would change by $9.6 million for the year ended December 31, 2013. 


At December 31, 2013, we had no amounts outstanding under our Credit Facility. Amounts outstanding 
under the Credit Facility bear interest at an annual rate equal to, at our option, either LIBOR for interest periods 
of 1, 2, 3 or 6 months or an alternate base rate (as defined in the Credit Facility agreement), plus, in each case, an 
applicable margin, that ranges from 0.75% to 2.50%. 


Item 8. Financial Statements and Supplementary Data. 


The audited Consolidated Financial Statements, including the Report of Independent Registered Public 
Accounting Firm and the required supplementary quarterly information, required by this item are presented under 
Item 15 beginning on page F-1. 


Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure. 


None. 


Item 9A. Controls and Procedures. 
Disclosure Controls and Procedures 


We maintain disclosure controls and procedures designed to ensure that information required to be disclosed 
in reports filed under the Exchange Act are recorded, processed, summarized and reported within the specified 
time periods, and that such information is accumulated and communicated to management, including the 
Company’s Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions 
regarding required disclosure. 


Our management, with the participation of our Chief Executive Officer and our Chief Financial Officer, 
evaluated the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) or 15d-15(e) 
of the Exchange Act) as of the end of the period covered by this Annual Report. Based on their evaluation, as of 
the end of the period covered by this Annual Report, the Company’s Chief Executive Officer and Chief Financial 
Officer have concluded that the Company’s disclosure controls and procedures were effective as of the end of the 
period covered by this Annual Report. 
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Management’s Report on Internal Control over Financial Reporting 


Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, is 
responsible for establishing and maintaining adequate internal control over financial reporting, as defined in Rule 
13a-15(f) or 15d-15(f) of the Exchange Act. Because of its inherent limitations, internal control over financial 
reporting may not prevent or detect misstatements. Projections of any evaluation of effectiveness to future 
periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the 
degree of compliance with the policy or procedures may deteriorate. Under the supervision and with the 
participation of our management, including our Chief Executive Officer and Chief Financial Officer, we have 
conducted an evaluation of the effectiveness of our internal control over financial reporting as of December 31, 
2013 based upon the Internal Control-Integrated Framework (1992 framework) issued by the Committee of 
Sponsoring Organizations of the Treadway Commission. Based on this evaluation management, including our 
Chief Executive Officer and Chief Financial Officer, has concluded that our internal control over financial 
reporting was effective as of December 31, 2013. 


The effectiveness of our internal control over financial reporting as of December 31, 2013 has been audited 
by PricewaterhouseCoopers LLP, our independent registered public accounting firm, as stated in their report 
which is included in Item 15 of this Annual Report. 


Changes in Internal Controls over Financial Reporting 


There have been no changes in our internal control over financial reporting (as defined in Rule 13a-15(f) or 
15d-15(f) of the Exchange Act) that occurred during the quarter ended December 31, 2013 that have materially 
affected, or are reasonably likely to materially affect, our internal control over financial reporting. 


Item 9B. Other Information. 


None. 
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PART III 


Item 10. Directors, Executive Officers and Corporate Governance. 


The information concerning the Company’s directors and nominees under the caption “Item 1—Election of 
Directors,” information concerning the Audit Committee and the “audit committee financial expert” under the 
caption “Corporate Governance—Audit Committee,” information concerning the Company’s executive officers 
under the caption “Executive Officers,” and the information under the caption “Section 16(a) Beneficial 
Ownership Reporting Compliance” in the Company’s Proxy Statement for the Company’s 2014 Annual Meeting 
of Shareholders, are incorporated herein by reference. 


The Company has adopted a Code of Conduct that applies to the Company’s Chief Executive Officer, senior 
financial officers and all other Company employees, officers and Board members. The Code of Conduct is 
available on the Company’s website, www.virtus.com, under “Investor Relations,” and is available in print to any 
person who requests it. Any substantive amendment to the Code of Conduct and any waiver in favor of a Board 
member or an executive officer may only be granted by the Board of Directors and will be publicly disclosed on 
the Company’s website, www.virtus.com, under “About Us,” “Investor Relations.” 


The information concerning procedures by which shareholders may recommend director nominees set forth 
under the caption “Corporate Governance—Governance Committee—Director Nomination Process” in the 
Company’s Proxy Statement for the Company’s 2014 Annual Meeting of Shareholders is incorporated herein 
by reference. 


Item 11. Executive Compensation. 


The information relating to executive compensation and the Company’s policies and practices as they relate 
to the Company’s risk management is set forth under the captions “Executive Compensation,” “Director 
Compensation,” “Corporate Governance—Compensation Committee—Risks Related to Compensation Policies 
and Practices” and “Corporate Governance—Compensation Committee Interlocks and Insider Participation” in 
the Company’s Proxy Statement for the Company’s 2014 Annual Meeting of Shareholders, and is incorporated 
herein by reference. The information included under the caption “Executive Compensation—Report of the 
Compensation Committee” in the Company’s Proxy Statement for the Company’s 2014 Annual Meeting of 
Shareholders is incorporated herein by reference but shall be deemed “furnished” with this report and shall not be 
deemed “filed” with this report. 


Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder 
Matters. 


The information set forth under the caption “Security Ownership by Certain Beneficial Owners and 
Management” in the Company’s Proxy Statement for the Company’s 2014 Annual Meeting of Shareholders is 
incorporated herein by reference. 
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The following table sets forth information as of December 31, 2013 with respect to compensation plans 


under which shares of our common stock may be issued: 


EQUITY COMPENSATION PLAN INFORMATION 


(a) 


Number of 
securities to be b) 
issued Weighted-average 
upon exercise of exercise price of 
outstanding outstanding 
options, warrants options, warrants 
Plan Category and rights and rights (1) 
Equity compensation plans approved by security 
HOMES (2) da. die dekeesk dee ae ea ew eee GO es 423,922 $20.11 
Equity compensation plans not approved by security 
NONPELS 5.55. c3ic8-d bated ee oe SA eee ee — — 
POL. 4 sa. giadc eG oa shaw wae Hast ee Seal oe 423,922 $20.11 


(c) 
Number of 
securities remaining 
available for future 
issuance 
under equity 
compensation plans 
(excluding 
securities reflected 
in column (a)) 


495,658 


495,658 


(1) The weighted-average exercise price set forth in this column is calculated excluding outstanding restricted 
stock unit awards (“RSUs”) since recipients of such awards are not required to pay an exercise price to 
receive the shares subject to these awards. The weighted-average exercise price of outstanding options, 


warrants and rights, including RSUs, is $9.02. 


(2) Represents 190,160 shares of common stock issuable upon the exercise of stock options and 233,762 shares 
of our common stock issuable upon the vesting of RSUs outstanding under the Company’s Omnibus 
Incentive and Equity Plan (the “Omnibus Plan’). Of the 1,800,000 maximum number of shares of our 
common stock authorized for issuance under the Omnibus Plan, 71,145 shares of common stock have been 


issued on a cumulative basis in the form of direct grants to directors. 


Item 13. Certain Relationships and Related Transactions, and Director Independence. 


The information set forth under the captions “Corporate Governance—Transactions with Related Persons” 
and “Corporate Governance—Director Independence” in the Company’s Proxy Statement for the Company’s 


2014 Annual Meeting of Shareholders is incorporated herein by reference. 


Item 14. Principal Accounting Fees and Services. 


The information regarding auditors fees and services and the Company’s pre-approval policies and 
procedures for audit and non-audit services to be provided by the Company’s independent registered public 
accounting firm set forth under the caption “Item 2—Ratification of the Appointment of the Independent 
Registered Public Accounting Firm” in the Company’s Proxy Statement for the 2014 Annual Meeting of 


Shareholders is incorporated herein by reference. 


45 


PART IV 


Item 15. Exhibits, Financial Statement Schedules. 


(a)(1) Financial Statements: The following Report of Independent Registered Public Accounting Firm and 
Consolidated Financial Statements of Virtus are included in this Annual Report: 


Report of Independent Registered Public Accounting Firm 
Consolidated Balance Sheets as of December 31, 2013 and 2012 
Consolidated Statements of Operations for the Years Ended December 31, 2013, 2012 and 2011 


Consolidated Statements of Comprehensive Income for the Years Ended December 31, 2013, 2012 
and 2011 


Consolidated Statements of Changes in Stockholders’ Equity for the Years Ended December 31, 
2013, 2012 and 2011 


Consolidated Statements of Cash Flows for the Years Ended December 31, 2013, 2012 and 2011 
Notes to Consolidated Financial Statements 


(a)(2) Financial Statement Schedules: 


All financial statement schedules have been omitted because the required information is either 
presented in the consolidated financial statements or the notes thereto or is not applicable or required. 
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(a)(3) Exhibits: 


The following exhibits are filed herewith or incorporated herein by reference: 


Exhibit 
Number 


(2) 
2.1 


(3) 
3.1 


3.2 


33 


3.4 


3.5 


(4) 
4.1 


4.2 


(10) 
10.1 


10.2 


10.3 


10.4 


Exhibit Description 


Plan of Acquisition, Reorganization, Arrangement, Liquidation or Succession 


Separation Agreement, Plan of Reorganization and Distribution by and between The Phoenix 
Companies, Inc. and the Registrant, dated as of December 18, 2008 (incorporated by reference to 
Exhibit 2.1 of the Registrant’s Amendment No. 4 to Form 10, filed December 19, 2008). 


Articles of Incorporation and Bylaws 


Amended and Restated Certificate of Incorporation of the Registrant, dated December 18, 2008 
(incorporated by reference to Exhibit 3.1 of the Registrant’s Amendment No. 4 to Form 10, filed 
December 19, 2008). 


Amended and Restated Bylaws of the Registrant, as adopted on January 28, 2010 (incorporated by 
reference to Exhibit 3.1 of the Registrant’s Current Report on Form 8-K, filed February 2, 2010). 


Certificate of Designations of Series A Non-Voting Convertible Preferred Stock and Series B Voting 
Convertible Preferred Stock of the Registrant, dated October 31, 2008 (incorporated by reference to 
Exhibit 4.2 of the Registrant’s Amendment No. 2 to Form 10, filed November 14, 2008). 


Certificate of Amendment of the Certificate of Designations of Series A Non-Voting Convertible 
Preferred Stock and Series B Voting Convertible Preferred Stock of the Registrant (incorporated by 
reference to Exhibit 3.1 of the Registrant’s Quarterly Report on Form 10-Q, filed August 13, 2009). 


Certificate of Designations of Series C Junior Participating Preferred Stock of the Registrant, dated 
December 29, 2008 (incorporated by reference to Exhibit 3.1 of the Registrant’s Current Report on 
Form 8-K, filed January 2, 2009). 


Instruments Defining the Rights of Security Holders, Including Indentures 


Note in favor of The Bank of New York Mellon as Lender, dated September 1, 2009 (incorporated 
by reference to Exhibit 4.1 of the Registrant’s Current Report on Form 8-K, filed September 4, 
2009). 


Note in favor of PNC Bank, National Association as Lender, dated September 1, 2009 (incorporated 
by reference to Exhibit 4.2 of the Registrant’s Current Report on Form 8-K, filed September 4, 
2009). 


Material Contracts 


Transition Services Agreement by and between The Phoenix Companies, Inc. and the Registrant, 
dated as of December 18, 2008 (incorporated by reference to Exhibit 10.1 of the Registrant’ s 
Amendment No. 4 to Form 10, filed December 19, 2008). 


Tax Separation Agreement by and between The Phoenix Companies, Inc. and the Registrant, dated 
December 18, 2008 (incorporated by reference to Exhibit 10.2 of the Registrant’s Amendment No. 4 
to Form 10, filed December 19, 2008). 


Amendment to Tax Separation Agreement, dated April 8, 2009, by and between The Phoenix 
Companies, Inc. and the Registrant, dated as of December 18, 2008 (incorporated by reference to 
Exhibit 10.15 of the Registrant’s Annual Report on Form 10-K, filed April 10, 2009). 


Employee Matters Agreement by and between The Phoenix Companies, Inc. and the Registrant, 
dated December 18, 2008 (incorporated by reference to Exhibit 10.3 of the Registrant’s Amendment 
No. 4 to Form 10, filed December 19, 2008). 
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Exhibit 
Number 


*10.5 


*10.6 


*10.7 


*10.8 


*10.9 


*10.10 


10.11 


10.12 


10.13 


10.14 


*10.15 


*10.16 


*10.17 


10.18 


Exhibit Description 


Change in Control Agreement between George R. Aylward and the Registrant, effective as of 
December 31, 2008 (incorporated by reference to Exhibit 10.4 of the Registrant’s Amendment No. 4 
to Form 10, filed December 19, 2008). 


Virtus Investment Partners, Inc. Omnibus Incentive and Equity Plan, effective as of December 31, 
2008 (incorporated by reference to Exhibit 10.5 of the Registrant’s Amendment No. 4 to Form 10, 
filed December 19, 2008). 


First Amendment to the Virtus Investment Partners, Inc. Omnibus Incentive and Equity Plan, 
effective as of February 9, 2012. 


Virtus Investment Partners, Inc. Non-Qualified Excess Investment Plan, effective as of November 1, 
2008 (incorporated by reference to Exhibit 10.6 of the Registrant’s Amendment No. 2 to Form 10, 
filed November 14, 2008). 


First Amendment to the Virtus Investment Partners, Inc. Non-Qualified Excess Investment Plan, 
effective as of February 1, 2010 (incorporated by reference to Exhibit 10.1 of the Registrant’s 
Quarterly Report on Form 10-Q, filed May 4, 2010). 


Virtus Investment Partners, Inc. Amended and Restated Executive Severance Allowance Plan, 
effective as of February 2, 2009 (incorporated by reference to Exhibit 10.1 of the Registrant’s 
Current Report on Form 8-K, filed February 4, 2009). 


Investment and Contribution Agreement by and among Phoenix Investment Management Company, 
the Registrant, Harris Bankcorp, Inc. and The Phoenix Companies, Inc., dated as of October 30, 2008 
(incorporated by reference to Exhibit 10.8 of the Registrant’s Amendment No. 2 to Form 10, filed 
November 14, 2008). 


Annex A to the Investment and Contribution Agreement by and among Phoenix Investment 
Management Company, the Registrant, Harris Bankcorp, Inc. and The Phoenix Companies, Inc., 
dated October 30, 2008 (incorporated by reference to Exhibit 10.10 of the Registrant’s Annual 
Report, filed March 1, 2011). 


Transaction Agreement by and among Harris Investment Management, Inc., Phoenix Investment 
Counsel, Inc., Harris Financial Corp. and Phoenix Investment Partners, LTD., dated as of March 28, 
2006 (incorporated by reference Exhibit 6.01 of the Schedule 13D, filed January 12, 2009 by Bank of 
Montreal, Harris Financial Corp. and Harris Bankcorp, Inc.). 


Strategic Partnership Agreement by and between Harris Investment Management, Inc. and Phoenix 
Investment Counsel, Inc., dated as of March 28, 2006 (incorporated by reference to Exhibit 6.02 of 
the Schedule 13D, filed January 12, 2009 by Bank of Montreal, Harris Financial Corp. and Harris 
Bankcorp, Inc.). 


Form of Non-Qualified Stock Option Agreement under the Virtus Investment Partners, Inc. Omnibus 
Incentive and Equity Plan (incorporated by reference to Exhibit 10.4 of the Registrant’s Quarterly 
Report on Form 10-Q, filed May 13, 2009). 


Form of Restricted Stock Units Agreement under the Virtus Investment Partners, Inc. Omnibus 
Incentive and Equity Plan (incorporated by reference to Exhibit 10.5 of the Registrant’s Quarterly 
Report on Form 10-Q, filed May 13, 2009). 


Form of Performance Share Units Agreement under the Virtus Investment Partners, Inc. Omnibus 
Incentive and Equity Plan (incorporated by reference to Exhibit 10.30 of the Registrant’s Quarterly 
Report on Form 10-Q, filed August 5, 2011). 


Amended and Restated Credit Agreement, dated as of September 10, 2012 among the Registrant, as 
Borrower, the lenders party thereto, PNC Bank, National Association, as Syndication Agent, and The 
Bank of New York Mellon, as Administrative Agent, as Swingline Lender and as Issuing Bank (the 
“Credit Agreement’) (incorporated by reference to Exhibit 10.1 of the Registrant’s Quarterly Report 
on Form 10-Q, filed November 7, 2012). 
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Exhibit 
Number 


10.19 


10.20 


10.21 


10.22 


10.23 


10.24 


*10.25 


*10.26 


10.27 


*10.28 


10.29 


10.30 


(21) 
21.1 


Exhibit Description 


Amendment No. 1, dated as of July 2, 2013, to the Credit Agreement, dated as of September 10, 
2012, among the Registrant, as Borrower, the lenders party thereto, PNC Bank, National Association, 
as Syndication Agent, and The Bank of New York Mellon, as Administrative Agent, as Swingline 
Lender and as Issuing Bank (incorporated by reference to Exhibit 10.1 of the Registrant’s Quarterly 
Report on Form 10-Q, filed August 2, 2013). 


Amendment No. 2, dated as of September 18, 2013, to the Credit Agreement, dated as of 
September 10, 2012, among the Registrant, as Borrower, the lenders party thereto, PNC Bank, 
National Association, as Syndication Agent, and The Bank of New York Mellon, as Administrative 
Agent, as Swingline Lender and as Issuing Bank (incorporated by reference to Exhibit 10.1 of the 
Registrant’s Quarterly Report on Form 10-Q, filed November 4, 2013). 


Guarantee Agreement among the Registrant, each of the subsidiary guarantors party thereto and The 
Bank of New York Mellon, as Administrative Agent, dated as of September 1, 2009 (incorporated by 
reference to Exhibit 10.24 of the Registrant’s Annual Report on Form 10-K, filed March 1, 2011). 


Reaffirmation of Guarantee among the Registrant as Borrower, each of the subsidiary guarantors 
party thereto and the Bank of New York Mellon, as Administrative Agent, as Swingline Lender and 
as Issuing Bank under the Credit Agreement (incorporated by reference to Exhibit 10.2 of the 
Registrant’s Quarterly Report on Form 10-Q, filed November 7, 2012). 


Security Agreement among the Registrant, each of the other grantors party thereto and The Bank of 
New York Mellon, as Administrative Agent, dated as of September 1, 2009 (incorporated by 
reference to Exhibit 10.25 of the Registrant’s Annual Report on Form 10-K, filed March 1, 2011). 


Amendment No. 1, dated as of September 10, 2012, to the Security Agreement, dated as of 
September 1, 2009, among the Registrant, as Borrower, each of the subsidiary guarantors party 
thereto, and the Bank of New York Mellon, as Administrative Agent under the Credit Agreement 
(incorporated by reference to Exhibit 10.3 of the Registrant’s Quarterly Report on Form 10-Q, filed 
November 7, 2012). 


Form of Indemnity Agreement (incorporated by reference to Exhibit 10.4 to the Registrant’ s 
Quarterly Report on Form 10-Q, filed November 4, 2009). 


Offer Letter from the Registrant to Jeffrey T. Cerutti dated May 18, 2010 (incorporated by reference 
to Exhibit 10.27 of the Registrant’s Annual Report on Form 10-K, filed March 1, 2011). 


Conversion and Voting Agreement, dated as of October 27, 2011, between BMO, Inc. (f/k/a Harris 
Bankcorp, Inc.) and the Registrant (incorporated by reference to Exhibit 10.1 of the Registrant’s 
Current Report on Form 8-K, filed November 2, 2011). 


Offer Letter from the Registrant to Mark S. Flynn dated December 9, 2010 (incorporated by 
reference to Exhibit 10.31 of the Registrant’s Annual Report on Form 10-K, filed March 1, 2012). 


Amendment No. 3 to Amended and Restated Credit Agreement dated December 4, 2013 among the 
Registrant, as Borrower, the lenders party thereto, PNC Bank, National Association, as Syndication 
Agent, and The Bank of New York Mellon, as Administrative Agent, as Swingline Lender and as 
Issuing Bank. 


Amendment No. 2, dated as of December 4, 2013, to the Security Agreement, dated as of 
September 1, 2009, among the Registrant, as Borrower, each of the subsidiary guarantors party 
thereto, and the Bank of New York Mellon, as Administrative Agent under the Credit Agreement. 


Subsidiaries of the Registrant 


Virtus Investment Partners, Inc., Subsidiaries List. 
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Exhibit 
Number 


(23) 
23.1 
Sel 


31.2 


32.1 


101 


* 


Exhibit Description 


Consents of Experts and Counsel 
Consent of Independent Registered Public Accounting Firm. 


Certifications of Registrant’s Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002. 


Certifications of Registrant’s Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002. 


Certifications of Registrant’s Chief Executive Officer and Chief Financial Officer pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002. 


The following information formatted in XBRL (Extensible Business Reporting Language): (i) 
Consolidated Balance Sheets as of December 31, 2013 and December 31, 2012, (ii) Consolidated 
Statements of Operations for the years ended December 31, 2013, 2012 and 2011, (iii) Consolidated 
Statements of Comprehensive Income for the years ended December 31, 2013, 2012 and 2011, (iv) 
Consolidated Statements of Cash Flows for the years ended December 31, 2013, 2012 and 2011, (v) 
Consolidated Statements of Changes in Stockholders’ Equity for the years ended December 31, 2013, 
2012 and 2011 and (iv) Notes to Consolidated Financial Statements. 


Management contract, compensatory plan or arrangement. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant 
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 


Dated: February 24, 2014 


Virtus Investment Partners, Inc. 


By: /s/_ _MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Executive Vice President 
Chief Financial Officer 
(Principal Financial Officer and Principal Accounting Officer) 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by 
the following persons on behalf of the registrant and in the capacities indicated as of February 24, 2014. 


/s/_ MARK C. TREANOR /s/ GEORGE R. AYLWARD 
Mark C. Treanor George R. Aylward 
Director and Non-Executive Chairman President, Chief Executive Officer and Director 


(Principal Executive Officer) 


/s/_ JAMES R. BAIO /s/_ SUSAN S. FLEMING 
James R. Baio Susan S. Fleming 
Director Director 
/s/_ DIANE M. COFFEY /s/_ RUSSEL C. ROBERTSON 
Diane M. Coffey Russel C. Robertson 
Director Director 


/s/_ TimotHy A. HOLT 


Timothy A. Holt 
Director 


/S/ EDWARD M. Swan, JR. 


Edward M. Swan, Jr. 
Director 


/s/_ MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Chief Financial Officer 
(Principal Financial Officer and Principal Accounting Officer) 
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Report of Independent Registered Public Accounting Firm 
To the Board of Directors and Stockholders of Virtus Investment Partners, Inc.: 


In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of 
operations, comprehensive income, changes in stockholders’ equity and cash flows present fairly, in all material 
respects, the financial position of Virtus Investment Partners, Inc. and its subsidiaries at December 31, 2013 and 
2012, and the results of their operations and their cash flows for each of the three years in the period ended 
December 31, 2013 in conformity with accounting principles generally accepted in the United States of America. 
Also in our opinion, the Company maintained, in all material respects, effective internal control over financial 
reporting as of December 31, 2013, based on criteria established in Internal Control—Integrated Framework 
issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). The Company’s 
management is responsible for these financial statements, for maintaining effective internal control over financial 
reporting and for its assessment of the effectiveness of internal control over financial reporting, included in 
Management’s Report on Internal Control over Financial Reporting. Our responsibility is to express opinions on 
these financial statements and on the Company’s internal control over financial reporting based on our integrated 
audits. We conducted our audits in accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we plan and perform the audits to obtain reasonable 
assurance about whether the financial statements are free of material misstatement and whether effective internal 
control over financial reporting was maintained in all material respects. Our audits of the financial statements 
included examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, 
assessing the accounting principles used and significant estimates made by management, and evaluating the 
overall financial statement presentation. Our audit of internal control over financial reporting included obtaining 
an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, 
and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. 
Our audits also included performing such other procedures as we considered necessary in the circumstances. We 
believe that our audits provide a reasonable basis for our opinions. 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (iii) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the 
company’s assets that could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 


/s/ PricewaterhouseCoopers LLP 


Hartford, Connecticut 
February 24, 2014 


Virtus Investment Partners, Inc. 
Consolidated Balance Sheets 


December 31, December 31, 


2013 2012 
($ in thousands, except share data) 
Assets: 
Cash:and'cashequivalents 4.2.2 6 sedated nnaes aw aneoe edad ida gadareaee poe bastend $ 271,014 $ 63,432 
Cash of consolidated sponsored investment products ............ 00.0000 e eee ee eee 531 14 
THVESUMENUS: occ ce eunde bdciey dks aed God Geb hee ned Seb anansosd Wid Ge Pome geded Sepaegeet.e. Ga abe 37,258 18,433 
Investments of consolidated sponsored investment products ..............0 00 eee eee 139,054 43,227 
Accounts: receivable; NEliciccye seas une tedster eae dra dha ee Pao ae Rea 50,166 37,328 
Furniture, equipment, and leasehold improvements, net ........... 00.0000 e eee eee 7,219 7,788 
Intangible: assets, Net..¢-53.c605 ceanraedere sees a asda ce ean giewteiea des Laces beau 44,633 48,711 
GOODWILL satis eA neeciechee homie d Bopha ten cet BIS ok a ach es kb shah dota ede AIS totsirael Achaia ha aia eras 5,260 5,260 
Dererred TAXES NEP, 5-505 955. 15c acacdeerasecea ented ds ansctsiira Am Baa hea areca cated nls meanings dees, Remvenecevemee 64,500 96,923 
OTHE ASSCES? hi sc8 Sok, Sec oecahecsccets. al dy tledes seo etsdns- Seadasstisse. antshsiy os abieipanie tenatle atbstrracuecarro aschalsty aha savs 15,724 10,950 
Other assets of consolidated sponsored investment products ..............0...0.005. 9,595 683 
Motal Assets: 0.2% 5.8 na-ae dideeten ni ewes hala eh ee ol Sa eed Be ed Meer $ 644,954 $ 332,749 
Liabilities and Equity 
Liabilities: 
Accrued compensation and benefits .. 0... 00.0... cece cece nent n eee $ 53,140 $ 41,252 
Accounts payable and accrued liabilities 22.0.2... eee eee eens 29,912 19,871 
DEBE 5 fsb Sees desea Ble aw Seb hia da Ee bw Reb dasa te satloa axle e aatmy aig, wed Gerardo hairs Go RGN Weck dw Gerad — 15,000 
Other liabilities: gies eh-vacg he Hara end ee ae WES bw wh dw Pa od ane oS The ALE BR wrens 18,413 8,615 
Other liabilities of consolidated sponsored investment products ..................0.. 8,435 377 
Total liabilities: 40.52 gated Siew edo acne Sas Seederale Mow od daa eae bale bombo 109,900 85,115 
Commitments and Contingencies (Note 9) 
Redeemable noncontrolling interests .... 0.0... eect eee nes 42,186 3,163 
Equity: 
Equity attributable to stockholders: 
Common stock, $0.01 par value, 1,000,000,000 shares authorized; 9,455,521 shares 
issued and 9,105,521 shares outstanding at December 31, 2013 and 8,071,674 shares 
issued and 7,826,674 shares outstanding at December 31, 2012 ................4.. 95 81 
Additional paid-in capital ..... 0... eee ee teen teen eens 1,135,644 942,825 
Accumulated deficit 2.0... 0000 e eee eee n nee eee (605,221) (680,411) 
Accumulated other comprehensive loss ...... 2.0... 0c c eee eens (150) (287) 
Treasury stock, at cost, 350,000 and 245,000 shares at December 31, 2013 and 
December 31,2012 respectively os cerca cadaredehe eG ed aig 4 a0 ake hard ace lenges (37,438) (17,734) 
Total equity attributable to stockholders ....... 0.0... cece cece eee 492,930 244,474 
Noncontrolling interest .0:..c05cavc0Gs cu ane est dee ene ou ae eee a ceed eae Sb (62) (3) 
Total CQuity’ 5.3.9 ssc.cduce de bh dapae dba teennteed bare ASSEN ES ayes ed ead eae 492,868 244,471 
Total liabilities and Equity «0.003.205 6006 ge eae Ree Re eM eae bed See ew ON ae $ 644,954 $ 332,749 


See Notes to Consolidated Financial Statements. 
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Virtus Investment Partners, Inc. 


Consolidated Statements of Operations 


Years Ended December 31, 


2013 2012 2011 
($ in thousands, except per share data) 
Revenues 
Investment management fees ............. 00. eee eect ee $260,557 $187,875 $ 135,063 
Distribution and service fees .... 6.0... teen teens 78,965 56,866 43,792 
Administration and transfer agent fees .......... 2.0.0... 0 cece eee eee 48,185 33,779 23,878 
Other income and fees ....... 0... ccc eee nets 1,508 1,566 1,919 
Total tevenues:.. ..25c6 28 2t4 heeteka eia b ae ed he BAe Bas 389,215 280,086 204,652 
Operating Expenses 
EmploymentexpenseS: 64 i.c284 sede hbase eee eS Seeds dae ae dea 131,768 = 105,571 92,543 
Distribution and administration expenses ........... 00.0 cece eee eee 97,786 72,210 60,176 
Other operating expenses: )..c.5-0kei dee Seas aeva eae edad ade deg eee ee 38,321 34,017 30,157 
Other operating expenses of consolidated sponsored investment products .. . 798 315 — 
Restructuring and severance ....... 0... cee eect ene ene 203 1,597 2,008 
Depreciation expense. a..5 na ca dean weh deed baie EOE Ewe Gave eenelone Ae 2,422 1,810 1,847 
AMOFUZALION EXPENSE 2.5 voce ag end d eeeeedd Soph e ake we Gd aeee 8one dow 4,413 4,121 4,018 
Total operating expenses... 2.0.2... eee eee 275,711 219,641 190,749 
Operating Income ¢.o.0604 eek a ee Eee ee 113,504 60,445 13,903 
Other Income (Expense) 
Realized and unrealized gain (loss) on investments, net ................. 2,350 1,891 (256) 
Realized and unrealized gain on investments of consolidated sponsored 
investment products, net ..... 2... cece eee eee ae 3,515 2,072 —_— 
Other income (expense), Net . 1... ee eee eee ae 74 (38) (194) 
Total other income (expense), Net... 2... eee eee eee 5,939 3,925 (450) 
Interest Income (Expense) 
Interest: Cxpense 25.0 8oeg oi hak Vere SG ded Ged sae AS WEL Ce (782) (854) (782) 
Interest and dividend income ............ 0.00 c cece eee eens 664 710 321 
Interest and dividend income of investments of consolidated sponsored 
investment products: 224.04 .4cM6ssGr eh asi eet Ceveeee Monae to niches 2,583 577 — 
Total interest income (expense), Net ..... 2.0... eee eee ee eee 2,465 433 (461) 
Income Before Income Taxes .............. 0.0000 cece cece eee eee 121,908 64,803 12,992 
Income tax expense (benefit) ... 0.0... eee eee 44,778 27,030 (132,428) 
Net Income? $5.0. 3:5 se eeu d eee keee Swe oe eee kee ate ed heoedane 77,130 37,773 145,420 
Noncontrolling interests: 5.6.4.3. scsi aa teal Sale dll og die sw pigere egralare Aa WE ane (1,940) (101) — 
Preferred stockholder dividends ............. 00.0 c cece eee eens — — (9,482) 
Allocation of earnings to preferred stockholders ................-0-0005 — (64) (24,260) 
Net Income Attributable to Common Stockholders .................. $ 75,190 $ 37,608 $ 111,678 
Earnings per share—Basic ............... 000.0 eee eee eee eee $ 918 $ 487 $ 17.98 
Earnings per share—Diluted ............. 0.0.0 c cece eee eee $ 892 $ 466 $ 16.34 
Weighted Average Shares Outstanding—Basic (in thousands) ......... 8,188 7,727 6,211 
Weighted Average Shares Outstanding—Diluted (in thousands) ....... 8,433 8,073 6,834 


See Notes to Consolidated Financial Statements. 
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Virtus Investment Partners, Inc. 


Consolidated Statements of Comprehensive Income 


Years Ended December 31, 
2013 2012 2011 
($ in thousands) 
INGE INCOME! 525252 0acleatiace aaa: Sutauduit bt andodlin ‘a letdpdedcsvasabdndcarletrathenardntd wu sbareencsedteten’is $77,130 $37,773 $145,420 
Other comprehensive income (loss), net of tax: 
Foreign currency translation adjustment, net of tax of ($50) for the year 
ended. December 3.1, 2013. t204 nck Shed Head oak es w ER OH ee 81 — — 
Unrealized gain (loss) on available-for-sale securities, net of tax of $223 
and $81 for the years ended December 31, 2013 and 2012, 


TESPOCUIVELY: 3, jc: setes, sca ia date ci grdct Gnade sausland doshas aolee d aeagi a Ra supa, Saas 56 (273) 294 

Other comprehensive income (lOsS) ... 0.0.0.0... cee eee eee eee 137 (273) 294 

GOMpreheEnsive INCOME: ss)s.csn en da eee de ee eee eae oe mee whe CS 77,267 37,500 145,714 
Comprehensive income attributable to noncontrolling interests .............. (1,940) (101) — 

Preferred stockholder dividends ........... 00.0 cece cece eee ene — — (9,482) 

Allocation of comprehensive income to preferred stockholders .............. — (64) (24,260) 

Comprehensive income attributable to common stockholders ............... $75,327 $37,335 $111,972 


See Notes to Consolidated Financial Statements. 
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Virtus Investment Partners, Inc. 


Consolidated Statements of Cash Flows 


($ in thousands) 
Cash Flows from Operating Activities: 
INGE IM COMIE: «4: 3s sonia e axtin” api, tence gy treoereo ee ede oheadinad gate oe ase ace taboaatibu ORO Startech 8 
Adjustments to reconcile net income to net cash provided by operating activities: 
Depreciation expense, intangible asset and other amortization ............... 
Stock-based compensation 1.2.0.0... ... cece cece cece eee cee n eens 
Excess tax benefit from stock-based compensation ..............0.00 eee ee 
Amortization of deferred commissions ...........0. 0000 cece eee eee eee 
Payments of deferred commissions ............ 00 ccc cece eee eens 
Equity in (earnings) losses of equity method investments, net of dividends ..... 
Realized and unrealized (gains) losses on trading securities ................. 
Realized and unrealized gains on investments of consolidated sponsored 
INVEStINENt PLOMUCIS ow dew See tweNGTse eo eos DANSE wos eeaes SELMA YES 
(Purchase) sale of trading securities, net ........ 00... e cece eee eee 
Purchase of investments by consolidated sponsored investment products, net ... 
Deferred 1Come'taxes icc wcst. se eects Gath wh hae et cath ees ae eae ead 
Changes in operating assets and liabilities: 
Accounts receivable, net and other assets .......... 0.00000 c eee eee eee 
Other assets of consolidated sponsored investment products ............. 
Accrued compensation and benefits, accounts payable, accrued liabilities 
and other abilities... 62s ie 624 dah he he ek ee ae a ee I ee 


Cash Flows from Investing Activities: 
Capital expenditures: ccs2 es ere sda ede h eked sarees noha eo Sloe 
Change in cash and cash equivalents of consolidated sponsored investment 
products due to deconsolidation ....... 0.0.0... c eee eee eee nee 
Other acquisitlONns: sss: shee esa ca awieeca elevate oteede was Se SRes eS 
Purchase of available-for-sale securities .......... 00... ccc e eee eee ee 
ACquisitions Of DUSINESSES < 6.s:..564.5.5. 945 Haka he HON dee daa Ree Ba 


Net cash used in investing activities ...... 20... ... 0... e eee eee 


Cash Flows from Financing Activities: 
Contingent consideration paid for acquired investment management contracts . . . 
Preferred stock dividends paid) 22.3. .sascs00y eek eet das eos eee eee ey ee 
Repurchaseof common shares ..2.45.0 454 4% 285084 baG0 daa Roe Ee oA 
Proceeds from exercise of stock options .......... 0.0 cece eects 
Payment of deferred financing costs ....... 0.0... cece cee eee ne 
Taxes paid related to net share settlement of restricted stock units ............ 
Proceeds from issuance of common stock, net of issuance costs .............. 
Excess tax benefit from stock-based compensation ..............0000 ee ee 
Repayment ofdebt. Aicccciceenslahedes dase eh cae dee Gah eos, aces ka 
Contributions of noncontrolling interests, net............ 0.0.0. cee eee eee 


Net cash provided by (used in) financing activities ................ 


Net increase in cash and cash equivalents ........ 0.0... ccc eect eens 
Cash and cash equivalents, beginning of period ........... 0.0... cee eee eee 


Cash and Cash Equivalents, end of period ................ 000. c cece eee nee 


Supplemental Cash Flow Information: 
Interest paid 3424 10cheses deeb eats. do bwad Sane ed tala eeed 46 
Income: taxes paid; Nets :..s-isiad des abaedd wa Gadee ead dtceeaceaNicn wins deans 
Non-Cash Investing Activities: 
Purchase of investment management contracts ..............0 0000 ee eee eee 
Non-cash activity related to rabbi trust ..... 0.0.0... eee eee eee eee 
Non-Cash Financing Activities: 
Satisfaction of accrued compensation through the issuance of RSU’s .......... 
Increase to noncontrolling interest due to consolidation of sponsored investment 
PLOCUCES; ME jar-cis. sree ere diessne sd: era ease bse aia Rare done eee Dee tees 
Préferred stock ConyversiOn «esis vac wedicsdig gs oo Shes Rete eee ee ee eS 


See Notes to Consolidated Financial Statements. 
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Years Ended December 31, 


2013 


2012 


2011 


$ 77,130 $ 37,773 $ 145,420 


7,046 6,198 5,865 
7,960 6,927 5,625 
(478) (89) — 
14,453 10,715 8,874 
(18,912) (10,868) (11,392) 
(161) — 223 
(2,350) (1,891) 256 
(3,515) (2,072) _— 
(2,701) 2,025 (4,425) 
(100,499) (41,155) — 
32,596 26,689 (132,477) 
(13,416) (10,047) (5,953) 
(6,043) (683) (945) 
37,575 15,919 13,316 
152 377 (737) 
28,837 39,818 23,650 
(2,009) (3,782) (743) 
(662) — _— 
(3,364) (350) (3,068) 
(196) (379) (259) 
—_— (656) _ 
(6,231) (5,167) (4,070) 
(630) (665) (789) 
— — (10,186) 
(19,704) (8,940) (7,870) 
570 2,636 1,345 
(26) (700) (41) 
(7,513) (11,951) (720) 
191,771 — _— 
478 89 — 
(15,000) — = 
35,547 3,059 — 
185,493 (16,472) (18,261) 
208,099 = 18,179 1,319 
63,446 45,267 43,948 
$ 271,545 $ 63,446 $ 45,267 
$ 393 $ 415 $ 362 
$ 1,697 $ 74 $ 427 
$ _ 435 $ —_— 
$ (1,250) $ (144) $ (486) 
$ 609 $ (58) $ 273 
$ 1477 $ — $ = 
$ — $35,217 $ — 


Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements 


1. Organization and Business 


29 66 99 66. 29 66 


Virtus Investment Partners, Inc. (the “Company,” “we,” “us,” “our” or “Virtus”), a Delaware corporation, 
operates in the investment management industry through its wholly-owned subsidiaries. 


The Company provides investment management and related services to individuals and institutions 
throughout the United States of America. The Company’s retail investment management services are provided to 
individuals through products consisting of open-end mutual funds, closed-end funds, variable insurance funds 
and separately managed accounts. Separately managed accounts are offered through intermediary programs that 
are sponsored and distributed by unaffiliated broker-dealers, and individual direct managed account investment 
services that are provided by the Company. Institutional investment management services are provided primarily 
to corporations, multi-employer retirement funds, employee retirement systems, foundations and endowments. 


2. Summary of Significant Accounting Policies 


The Company’s significant accounting policies, which have been consistently applied, are as follows: 


Principles of Consolidation and Basis of Presentation 


The Company’s consolidated financial statements have been prepared in conformity with accounting 
principles generally accepted in the United States of America (“GAAP”). The consolidated financial statements 
include the accounts of the Company, its subsidiaries and sponsored investment products in which it has a 
controlling financial interest. The Company is generally considered to have a controlling financial interest when 
it owns a majority of the voting interest in an entity or otherwise has the power to govern the financial and 
operating policies of the subsidiary. See Note 20 for additional information related to the consolidation of 
sponsored investment products. Material intercompany accounts and transactions have been eliminated. The 
Company also evaluates for consolidation any variable interest entities (“VIEs”) in which the Company is the 
primary beneficiary. A VIE is an entity in which either (a) the equity investment at risk is not sufficient to permit 
the entity to finance its own activities without additional financial support or (b) the group of holders of the 
equity investment at risk lack certain characteristics of a controlling financial interest. The primary beneficiary is 
the entity that has the power to direct the activities that most significantly impact the VIE’s economic 
performance and the obligation to absorb losses of or right to receive benefits from the VIE that could potentially 
be significant to the VIE. If the VIE qualifies for deferral in Accounting Standards Update (“ASU”) 2010-10 
Amendments to Statement 167 for Certain Investment Funds, the primary beneficiary is the entity that has the 
obligation to absorb a majority of the expected losses or the right to receive the majority of the residual returns. 
The Company evaluates whether entities in which it has an interest are VIEs and whether the Company is the 
primary beneficiary of any VIEs identified in its analysis. 


Effective December 31, 2013, the Company changed the presentation of its Consolidated Balance Sheets 
from a classified basis, which distinguishes between current and long-term assets and liabilities, to an 
unclassified basis, which has no such distinction. Management believes this presentation is more useful to 
readers of the consolidated financial statements as it provides improved disclosure of the Company’s financial 
position by aggregating assets and liabilities of the same nature and reducing the presentation complexities 
resulting from the consolidation of sponsored investment products. This change is a presentation election made 
by management. There were no changes to the Consolidated Balance Sheets that impacted the Consolidated 
Statement of Operations. Amounts in the prior year’s consolidated financial statements have been recast to 
conform to the current year’s presentation. 


Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements—(Continued) 


Noncontrolling Interest 


Noncontrolling interests related to certain consolidated sponsored investment products are classified as 
redeemable noncontrolling interests because investors in these funds may request withdrawals at any time. 


Use of Estimates 


The preparation of the consolidated financial statements requires management to make certain estimates and 
assumptions that affect the reported amounts of assets and liabilities and the disclosures of contingent assets and 
liabilities at the dates of the consolidated financial statements and the reported amounts of revenues and expenses 
during the reporting periods. Management believes the estimates used in preparing the consolidated financial 
statements are reasonable and prudent. Actual results could differ from those estimates. 


Segment Information 


Accounting Standards Codification (“ASC”) 280, Segment Reporting, establishes disclosure requirements 
relating to operating segments in annual and interim financial statements. Business or operating segments are 
defined as components of an enterprise about which separate financial information is available that is regularly 
evaluated by the chief operating decision maker in deciding how to allocate resources and assess performance. 
The Company operates in one business segment, namely as an asset manager providing investment management 
and distribution services for individual and institutional clients. The Company’s Chief Executive Officer and 
Chief Financial Officer are the Company’s chief operating decision makers. Although the Company does make 
some disclosures regarding assets under management and other asset flows by product, the Company’s 
determination that it operates in one business segment is based on the fact that the same investment and 
operational resources support multiple products, they have the same regulatory framework and that the 
Company’s chief operating decision makers review the Company’s financial performance at a consolidated level. 
All of the products and services provided relate to investment management and are subject to a similar regulatory 
framework and environment. Investment organizations within the Company are generally not aligned with 
specific product lines. Investment professionals may manage both retail and institutional products. 


Cash and Cash Equivalents 


Cash and cash equivalents consist of cash in banks and money market fund investments. 


Investments 
Marketable Securities 


Marketable securities consist of investments in the Company’s sponsored mutual funds and other publicly 
traded securities which are carried at fair value in accordance with ASC 320, Investments—Debt and Equity 
Securities (“ASC 320”). Marketable securities are marked to market based on the respective publicly quoted net 
asset values of the funds or market prices of the equity securities or bonds. Marketable securities transactions are 
recorded on a trade date basis. Marketable securities include sponsored mutual funds, variable insurance funds 
and other equity securities classified as trading securities and sponsored closed-end funds classified as available- 
for-sale securities. Any unrealized appreciation or depreciation on available for sale securities, net of income 
taxes, is reported as a component of accumulated other comprehensive income in equity attributable to 
stockholders. 


On a quarterly basis, the Company conducts reviews to assess whether other-than-temporary impairment 
exists on its available-for-sale marketable securities. Other-than-temporary declines in value may exist when the 
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fair value of a marketable security has been below the carrying value for an extended period of time. If an other- 
than-temporary decline in value is determined to exist, the unrealized investment loss, net of tax, is recognized in 
the Consolidated Statements of Operations in the period in which the other-than-temporary decline in value 
occurs, as well as an accompanying permanent adjustment to accumulated other comprehensive income. 


Equity Method Investments 


The Company’s investment in noncontrolled investees is accounted for under the equity method of 
accounting in accordance with ASC 323, Investments-Equity Method and Joint Ventures. Under the equity 
method of accounting, the Company’s share of the noncontrolled affiliate’s net income or loss is recorded in 
other income (expense), net in the accompanying Consolidated Statement of Operations. Distributions received 
reduce the Company’s investment balance. The investment is evaluated for impairment as events or changes 
indicate that the carrying amount exceeds its fair value. If the carrying amount of an investment does exceed fair 
value and the decline in fair value is deemed to be other than temporary, an impairment charge will be recorded. 


Non-qualified Retirement Plan Assets and Liabilities 


The Company has a non-qualified retirement plan (the “Excess Incentive Plan”) that allows certain 
employees to voluntarily defer compensation. Under the Excess Incentive Plan, participants elect to defer a 
portion of their compensation which the Company then contributes into a trust. Each participant is responsible 
for designating investment options for assets they contribute and the ultimate distribution paid to each participant 
reflects any gains or losses on the assets realized while in the trust. The Company holds the Excess Incentive 
Plan assets in a rabbi trust, which is subject to the claims of the Company’s creditors in the event of the 
Company’s bankruptcy or insolvency. Assets held in trust are included in investments and are carried at fair 
value in accordance with ASC 320; the associated obligations to participants are included in other liabilities in 
the Company’s Consolidated Balance Sheets. Assets held in trust consist of mutual funds and are recorded at fair 
value, utilizing Level | valuation techniques. 


Deferred Commissions 


Deferred commissions, which are included in other assets, are commissions paid to broker-dealers on sales 
of mutual fund shares. Deferred commissions are recovered by the receipt of monthly asset-based distributor fees 
from the mutual funds or contingent deferred sales charges received upon redemption of shares within one to five 
years, depending on the fund share class. The deferred costs resulting from the sale of shares are amortized on a 
straight-line basis over a one to five-year period, depending on the fund share class, or until the underlying shares 
are redeemed. Deferred commissions are periodically assessed for impairment and additional amortization 
expense is recorded, as appropriate. 


Furniture, Equipment and Leasehold Improvements, Net 


Furniture, equipment and leasehold improvements are recorded at cost. Depreciation is computed using the 
straight-line method over the estimated useful lives of 3 to 10 years for furniture and office equipment, and 3 to 5 
years for computer equipment and software. Leasehold improvements are depreciated over the shorter of the 
remaining estimated lives of the related leases or useful lives of the improvements. Major renewals or 
betterments are capitalized and recurring repairs and maintenance are expensed as incurred. Leasehold 
improvements that are funded upfront by a landlord and are constructed for the benefit of the Company are 
recorded at cost and depreciated on a straight-line basis over the original minimum term of the lease and a 
corresponding lease incentive liability in the same amount is also recorded and initially amortized over the same 
period. 
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Leases 


The Company currently leases office space and equipment under various leasing arrangements. Leases are 
classified as either capital leases or operating leases, as appropriate. Most lease agreements are classified as 
operating leases and contain renewal options, rent escalation clauses or other inducements provided by the lessor. 
Rent expense under non-cancelable operating leases with scheduled rent increases or rent holidays is accounted 
for on a straight-line basis over the lease term, beginning on the date of initial possession or the effective date of 
the lease agreement. The amount of the excess of straight-line rent expense over scheduled payments is recorded 
as a deferred liability. Build-out allowances and other such lease incentives are recorded as deferred credits, and 
are amortized on a straight-line basis as a reduction of rent expense beginning in the period they are deemed to be 
earned, which generally coincides with the effective date of the lease. 


Intangible Assets and Goodwill 


Definite-lived intangible assets are comprised of acquired investment advisory contracts. These assets are 
amortized on a straight-line basis over the estimated useful lives of such assets, which range from | to 16 years. 
Definite-lived intangible assets are evaluated for impairment on an ongoing basis under GAAP whenever events 
or circumstances indicate that the carrying value of the definite-lived intangible asset may not be fully 
recoverable. The Company determines if impairment has occurred by comparing estimates of future 
undiscounted cash flows to the carrying value of assets. Assets are considered impaired, and impairment is 
recorded, if the carrying value exceeds the expected future undiscounted cash flows. 


Goodwill represents the excess of the purchase price of acquisitions and mergers over the identified net 
assets and liabilities acquired. In accordance with ASC 350, Goodwill and Other Intangible Assets, goodwill is 
not being amortized. A single reporting unit has been identified for the purpose of assessing potential future 
impairments of goodwill. An impairment analysis of goodwill is performed annually or more frequently, if 
warranted by events or changes in circumstances affecting the Company’s business. The Company follows the 
Financial Accounting Standards Board (“FASB”) Accounting Standards Update (“ASU”) 2011-08, Testing 
Goodwill for Impairment which states an entity has the option to first assess qualitative factors to determine 
whether the existence of events or circumstances leads to a determination that it is more likely than not that the 
fair value of a reporting unit is less than its carrying amount. If, after assessing the totality of events or 
circumstances, an entity determines it is not more likely than not that the fair value of a reporting unit is less than 
its carrying amount, then performing the two-step impairment test is unnecessary. The Company’s fiscal 2013 
and 2012 annual goodwill impairment analysis did not result in any impairment charges. 


Indefinite-lived intangible assets are comprised of acquired, closed-end fund investment advisory contracts. 
These assets are tested for impairment annually and when events or changes in circumstances indicate the assets 
might be impaired. The Company follows ASU No. 2012-02, Testing Indefinite-Lived Intangible Assets for 
Impairment, which provides entities with an option to perform a qualitative assessment of indefinite-lived 
intangible assets other than goodwill for impairment to determine if additional impairment testing is necessary. 
The Company’s fiscal 2013 and 2012 annual indefinite-lived intangible assets impairment analyses did not result 
in any impairment charges. 


Treasury Stock 


Treasury stock is accounted for under the cost method and is included as a deduction from equity in the 
Stockholders’ Equity section of the Consolidated Balance Sheets. Upon any subsequent resale, the treasury stock 
account is reduced by the cost of such stock. 
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Collateralized Debt Obligations 


At December 31, 2013 and 2012, certain of the Company’s affiliates serve as the collateral managers for 
collateralized debt obligations (“CDOs”). The CDOs, which are investment trusts, had aggregate assets under 
management of $0.6 billion, $0.7 billion and $1.0 billion at December 31, 2013, 2012 and 2011, respectively, 
which were primarily invested in a variety of fixed income securities. The CDOs reside in bankruptcy remote, 
special purpose entities in which the Company provides neither recourse nor guarantees. The Company has 
determined that it is not the primary beneficiary of these VIEs as defined by ASC 810, Consolidation. 
Accordingly, the Company’s financial exposure to these CDOs is limited only to the collateral investment 
management fees it earns, which totaled $1.7 million, $2.5 million and $3.3 million for the years ended 
December 31, 2013, 2012 and 2011, respectively. 


Revenue Recognition 


Investment management fees, distribution and service fees and administration and transfer agent fees are 
recorded as revenues during the period in which services are performed. Investment management fees are earned 
based upon a percentage of assets under management, and are paid pursuant to the terms of the respective 
investment management contracts, which generally require monthly or quarterly payment. Management fees for 
structured finance products, such as CLOs and CDOs, that accrue as services are rendered, but are subordinate to 
other interests and payable only if certain financial criteria of the underlying collateral are met, are recorded as 
revenues when the structured finance products are in compliance with required financial criteria and 
collectability is reasonably assured. 


The Company accounts for investment management fees in accordance with ASC 605, Revenue 
Recognition, and has recorded its management fees net of fees paid to unaffiliated advisers. Amounts paid to 
unaffiliated advisers for the years ended December 31, 2013, 2012 and 2011 were $96.1 million, $53.7 million 
and $36.4 million, respectively. 


Distribution and service fees are earned based on a percentage of assets under management and are paid 
monthly pursuant to the terms of the respective distribution and service fee contracts. Underwriter fees are sales- 
based charges on sales of certain class A-share mutual funds. 


Administration and transfer agent fees consist of fund administration fees, transfer agent fees and fiduciary 
fees. Fund administration and transfer agent fees are earned based on the average daily assets in the funds. 


Other income and fees consist primarily of redemption income on the early redemption of certain share 
classes of mutual funds and distribution of nonaffiliated products. 


Advertising and Promotion 


Advertising and promotional costs include print advertising and promotional items and are expensed as 
incurred. These costs are classified in other operating expense in the Consolidated Statements of Operations. 


Stock-based Compensation 


The Company accounts for stock-based compensation expense in accordance with ASC 718, 
Compensation—Stock Compensation (“ASC 718”), which requires the measurement and recognition of 
compensation expense for share-based awards based on the estimated fair value on the date of grant. The fair 
value of each stock option award is estimated on the date of grant using the Black-Scholes stock option valuation 
model. The Black-Scholes stock option valuation model incorporates assumptions as to dividend yield, volatility, 
an appropriate risk-free interest rate and the expected life of the stock option. 
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Restricted stock units (“RSUs’) are stock awards that entitle the holder to receive shares of the Company’s 
common stock as the award vests over time. The fair value of each RSU award is estimated using the intrinsic 
value method, which is based on the fair market value price on the date of grant. Compensation expense for RSU 
awards is recognized ratably over the vesting period on a straight-line basis. 


Income Taxes 


The Company accounts for income taxes in accordance with ASC 740, Income Taxes which requires 
recognition of the amount of taxes payable or refundable for the current year, as well as deferred tax liabilities 
and assets for the future tax consequences of events that have been included in the Company’s financial 
statements or tax returns. Deferred tax liabilities and assets result from differences between the book value and 
tax basis of the Company’s assets, liabilities and carry-forwards, such as net operating losses or tax credits. 


The Company’s methodology for determining the realizability of deferred tax assets includes consideration 
of taxable income in prior carryback year(s) if carryback is permitted under the tax law, as well as consideration 
of the reversal of deferred tax liabilities that are in the same period and jurisdiction and are of the same character 
as the temporary differences that gave rise to the deferred tax assets. The Company’s methodology also includes 
estimates of future taxable income from its operations, as well as the expiration dates and amounts of 
carryforwards related to net operating losses and capital losses. These estimates are projected through the life of 
the related deferred tax assets based on assumptions that the Company believes to be reasonable and consistent 
with demonstrated operating results. Changes in future operating results not currently forecasted may have a 
significant impact on the realization of deferred tax assets. Valuation allowances are provided when it is 
determined that it is more likely than not that the benefit of deferred tax assets will not be realized. 


Comprehensive Income 


The Company reports all changes in comprehensive income in the Consolidated Statements of Changes in 
Stockholders’ Equity and the Consolidated Statements of Comprehensive Income. Comprehensive income 
includes net income (loss), foreign currency translation adjustments (net of tax) and unrealized gains and losses 
on investments classified as available-for-sale (net of tax). 


Earnings Per Share 


Earnings per share (“EPS”) is calculated in accordance with ASC 260, Earnings per Share. Until the 
conversion of the Series B Convertible Preferred Stock (“Series B’’) in January 2012, net income per common 
share reflected the application of the two-class method. Basic EPS excludes dilution for potential common stock 
issuances and is computed by dividing basic net income available to common stockholders by the weighted- 
average number of common shares outstanding for the period. Diluted EPS reflects the potential dilution that 
could occur if securities or other contracts to issue common stock were exercised or converted into common 
stock. For the calculation of diluted EPS, the basic weighted average number of shares is increased by the 
dilutive effect of RSUs and stock options using the treasury stock method. 


Under the two-class method, during periods of net income, participating securities are allocated a 
proportional share of net income. During periods of net loss, no effect is given to participating securities since 
they do not share in the losses of the Company. Participating securities have the effect of diluting both basic and 
diluted EPS during periods of net income. All of the outstanding shares of the Series B were converted to 
common stock in January 2012. 
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Fair Value Measurements and Fair Value of Financial Instruments 


The FASB defines fair value as the price that would be received to sell an asset, or paid to transfer a 
liability, in an orderly transaction between market participants at the measurement date. ASC 820, Fair Value 
Measurements and Disclosures establishes a framework for measuring fair value and a valuation hierarchy based 
upon the transparency of inputs used in the valuation of an asset or liability. Classification within the hierarchy is 
based upon the lowest level of input that is significant to the fair value measurement. The valuation hierarchy 
contains three levels as follows: 


Level 1—Quoted prices for identical instruments in active markets. Level 1 assets and liabilities may 
include debt securities and equity securities that are traded in an active exchange market. 


Level 2—Quoted prices for similar instruments in active markets; quoted prices for identical or similar 
instruments in markets that are not active; and model-derived valuations in which all significant inputs and 
significant value drivers are observable in active markets. Level 2 inputs may include observable market 
data such as closing market prices provided by independent pricing services after considering factors such 
as the yields or prices of comparable investments of comparable quality, coupon, maturity, call rights and 
other potential prepayments, terms and type, reported transactions, indications as to values from dealers and 
general market conditions. In addition, pricing services may determine the fair value of equity securities 
traded principally in foreign markets when it has been determined that there has been a significant trend in 
the U.S. equity markets or in index futures trading. Level 2 assets and liabilities may include debt and equity 
securities, purchased loans and over-the-counter derivative contracts whose fair value is determined using a 
pricing model without significant unobservable market data inputs. 


Level 3—Valuations derived from valuation techniques in which one or more significant inputs or 
significant value drivers are unobservable in active exchange markets. 


Recent Accounting Pronouncements 


In February 2013, the FASB issued ASU No. 2013-02, Reporting of Amounts Reclassified out of 
Accumulated Other Comprehensive Income. Under ASU 2013-02, an entity is required to provide information 
about the amounts reclassified out of Accumulated Other Comprehensive Income (“AOCT’) by component. In 
addition, an entity is required to present, either on the face of the financial statements or in the notes thereto, 
significant amounts reclassified out of AOCI by the respective line items of net income, but only if the amount 
reclassified is required to be reclassified in its entirety in the same reporting period. For amounts that are not 
required to be reclassified in their entirety to net income, an entity is required to cross-reference to other 
disclosures that provide additional details about those amounts. ASU 2013-02 does not change the current 
requirements for reporting net income or other comprehensive income in the financial statements. The Company 
has adopted this standard as of January 2013. 


In July 2013, the FASB issued ASU No. 2013-11, Presentation of an Unrecognized Tax Benefit When a Net 
Operating Loss Carryforward, a Similar Tax Loss, or a Tax Credit Carryforward Exists. ASU 2013-11 provides 
guidance on the financial statement presentation of an unrecognized tax benefit when a net operating loss 
carryforward, a similar tax loss, or a tax credit carryforward exists. ASU 2013-11 is effective for the Company on 
January 1, 2014. The Company does not believe the adoption of ASU 2013-11 will have a material impact on the 
Company’s consolidated financial statements. 


In June, 2013, the FASB issued ASU No. 2013-08, Investment Companies: Amendments to the Scope, 
Measurement and Disclosure Requirements. The new standard clarifies the characteristics of an investment 
company and provides comprehensive guidance for assessing whether an entity is an investment company. The 
amendments apply to an entity’s interim and annual reporting periods in fiscal years that begin after December 15, 
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2013. Early application is prohibited. The Company does not believe the adoption of ASU 2013-08 will have a 
material impact on the Company’s consolidated financial statements. 


3. Goodwill and Other Intangible Assets 


Intangible assets, net are summarized as follows: 


December 31, 
2013 2012 
($ in thousands) 
Definite-lived intangible assets, net: 
Investment contracts .... 0... ce eee eee eee $ 157,882  $ 197,704 
Accumulated amortization ...... 0.0.0... ccc cece eee eee (145,665) (181,409) 
Definite-lived intangible assets, net ............. 0000 e eee ee 12,217 16,295 
Indefinite-lived intangible assets ......................... 32,416 32,416 
Total intangible assets, net... 0.2.0.0... cee ce eee ee $ 44,633 $ 48,711 
Activity in goodwill and other intangible assets is as follows: 
Years Ended December 31, 
2013 2012 2011 
($ in thousands) 
Intangible assets, net 
Balance, beginning of period ..................0000. $48,711 $52,096 $52,977 
ACQUISIMON «5 i-56 s.ac onus Raley eke Gada eS ACe ee 356 560 3,068 
Amortization expense ..... 0.0... cee eee eee eee (4,434) (3,945) (3,949) 
Balance, end of period .....................00 000+ $44,633 $48,711 $52,096 
Goodwill 
Balance, beginning of period ...................-0-5 $ 5,260 $4,795 $ 4,795 
ACQUISITION: «2 gos. atstapcialioceguacecd gin hp dubtauetanacaeausaeauealecacd:y — 465 — 
Balance, end of period ......................2-0-5 $ 5,260 $5,260 $ 4,795 


Definite-lived intangible asset amortization for the next five years is estimated as follows: 
2014—$3.8 million, 2015—$3.1 million, 2016—$2.3 million, 2017—$0.6 million, 2018—$0.4 million, and 
thereafter—$2.0 million. At December 31, 2013, the weighted average estimated remaining amortization period 
for definite-lived intangible assets is 5.4 years. 


Rampart Investment Management Company, Inc. 


On October 1, 2012, the Company completed the acquisition of substantially all of the assets and certain 
liabilities of Rampart Investment Management Company, Inc. (“Rampart”), for $0.7 million in cash. Rampart is a 
registered investment adviser that specializes in customized options strategies. Under the terms of the purchase 
agreement, three years subsequent to the closing date, the Company may be required to make a contingent 
payment based on certain profitability measures. The estimated fair value of this contingent liability was $0.5 
million and $0.4 million, which was recorded within other liabilities in the Company’s Consolidated Balance 
Sheets as of December 31, 2013 and 2012, respectively. As a result of this acquisition, $0.2 million was recorded 
as definite-lived intangible assets and $0.5 million was recorded as goodwill in the Company’s Consolidated 
Balance Sheet as of the acquisition date. The acquired contracts are being amortized on a straight-line basis over 
the estimated useful life of five years. 
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Virtus Total Return Fund 


On December 9, 2011, the Company acquired the rights to act as the adviser to the former DCA Total 
Return Fund which was renamed to the Virtus Total Return Fund (NYSE:DCA). The estimated fair value of the 
acquired contract of $2.9 million was recorded as an indefinite-lived intangible asset in the Company’s 
Consolidated Balance Sheet as of the adoption date. The transaction was accounted for as an asset purchase and 
accordingly, transaction costs of $0.1 million were capitalized as of the adoption date. 


4. Investments 


The Company’s investments, excluding the assets of consolidated sponsored investment products discussed 
in Note 20, at December 31, 2013 and 2012 are as follows: 


December 31, 
2013 2012 
($ in thousands) 
Marketable securities ...... 0.0... ccc cee eee eee eens $28,968 $15,048 
Equity method investments .......... 0.0.0.0. cece ee eee 4,070 415 
Nonqualified retirement plan assets ............... 00000000000 4,220 2,970 
Total investments: .2.c:400.044c00 8000008 ee ewes a dee pares dnes $37,258 $18,433 


Marketable Securities 


The Company’s marketable securities consist of both trading (including securities held by a broker-dealer 
affiliate) and available-for-sale securities. The composition of the Company’s marketable securities is 
summarized as follows: 


December 31, 2013 
Unrealized Unrealized Fair 
Cost Loss Gain Value 
($ in thousands) 
Trading: 

Sponsored mutual funds and variable insurance funds ........ $16,079 $(704) $2,529 $17,904 

Equity SECUMIUES:. s:ic.cec ence oo bad aden skeet aerate ete 7,043 — 1,336 8,379 
Available-for-sale: 

Sponsored closed-end funds ......... 0.0... c ee eee eee eee 2,815 (145) 15 2,685 
Total marketable securities ............... 0.0.0.0 000 0 eee eee $25,937 $(849) $3,880 $28,968 
December 31, 2012 

Unrealized Unrealized Fair 
Cost Loss Gain Value 
($ in thousands) 
Trading: 

Sponsored mutual funds and variable insurance funds ........ $ 7,312 $(689) $1,390 $ 8,013 

Equity S€CUDILES. o5..tretoue de Jinan a ada aes guinea gees 3,739 — 640 4,379 
Available-for-sale: 

Sponsored closed-end funds ........... 0... c ee eee ee eee 2,619 (37) 74 2,656 
Total marketable securities ............... 0.0... 000 0000 ee $13,670 $(726) $2,104 $15,048 
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For the years ended December 31, 2013 and 2012, the Company recognized a realized gain of $1.0 million 
and $0.4 million, respectively, on trading securities. For the year ended December 31, 2011, the Company 
recognized a realized loss of less than $(0.1) million on trading securities. 


Equity Method Investments 


On April 9, 2013, the Company acquired a 24% noncontrolling Euro-denominated equity interest in 
Kleinwort Benson Investors International, Ltd. (“KBII’), a subsidiary of Kleinwort Benson Investors (Dublin) 
(“KBID”) for €2.6 million or $3.4 million. KBII is a U.S. registered investment adviser that provides specialized 
equity strategies. As of the date of acquisition, the Company allocated $2.5 million of this investment to 
goodwill, $0.6 million to definite-lived intangible assets that are being amortized over 7 years and $0.3 million 
allocated to the remaining assets and liabilities of KBII. In conjunction with this investment, the Company 
entered into a put and call option with KBID. 


This investment is translated into U.S. dollars at current exchange rates as of the end of each accounting 
period. Net income or loss of the noncontrolled affiliate is translated at average exchange rates in effect during 
the accounting period. Net translation exchange gains and losses are excluded from income and recorded in 
accumulated other comprehensive income. 


Nonqualified Retirement Plan Assets 


The Excess Incentive Plan allows certain employees to voluntarily defer compensation. The Company holds 
the Excess Incentive Plan assets in a rabbi trust, which is subject to the claims of the Company’s creditors in the 
event of the Company’s bankruptcy or insolvency. Assets held in trust are included in investments and are 
carried at fair value in accordance with ASC 320; the associated obligations to participants are included in other 
liabilities in the Company’s Consolidated Balance Sheets. 


5. Fair Value Measurements 


The Company’s assets and liabilities measured at fair value, excluding the assets and liabilities of 
consolidated sponsored investment products discussed in Note 20, on a recurring basis as of December 31, 2013 
and December 31, 2012 by fair value hierarchy level were as follows: 


December 31, 2013 
Level 1 Level2 Level 3 Total 

($ in thousands) 
Assets 
Cash equivalents. ...6 6.64 6.4 cde ede ane ba esase end meceew eeen $270,262 $— $— $270,262 
Marketable securities trading: 

Sponsored mutual funds and variable insurance funds ........... 17,904 — — 17,904 

Equity SCCunMeS.. 3 c2 svensk anes gee neeess ote eal ack 8,379 _— — 8,379 
Marketable securities available for sale: 

Sponsored closed-end funds ............... 0.0.0.0 .00 000005 2,685 —_— — 2,685 
Other investments 

Nonqualified retirement plan assets ......... 0.0.0. e ee eee eee 4,220 — — 4,220 
Total assets measured at fair value .................. 0.000000 $303,450 $— $— $303,450 
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December 31, 2012 
Level 1 Level2 Level 3 Total 

($ in thousands) 
Assets 
Cashiequivalents s.:52. 5 e acon se da ears eka 2 omace ale avenue eh bd aden $62,289 $— $— $62,289 
Marketable securities trading: 

Sponsored mutual funds and variable insurance funds ............. 8,013 — — 8,013 

Equity SGCuntes: ..24 ghceu3h be even.ewawig obs su iis eed bh4. eee dite 4,379 — — 4,379 
Marketable securities available for sale: 

Sponsored closed-end funds ........... 0... e eee eee eee 2,656 —_— — 2,656 
Other investments 

Nonqualified retirement plan assets ............... 0... .00.0000- 2,970 — —_— 2,970 
Total assets measured at fair value ................ 000.00 c ee eeee $80,307 $— $— $80,307 


The following is a discussion of the valuation methodologies used for the Company’s assets measured at fair 
value. 


Sponsored mutual funds and variable insurance funds represent investments in open-end mutual funds and 
variable insurance funds for which the Company acts as adviser and distributor. The fair value of these securities 
is determined based on their published net asset values and are categorized as Level 1. 


Equity securities include securities traded on active markets and are valued at the official closing price 
(typically last sale or bid) on the exchange on which the securities are primarily traded and are classified within 
Level 1. 


Sponsored closed-end funds represent investments for which the Company acts as adviser and are actively 
traded on the New York Stock Exchange. The fair value of these securities is determined based on the official 
closing price and are categorized as Level 1. 


Nonqualified retirement plan assets represent mutual funds within a nonqualified retirement plan whose fair 
value is determined based on their published net asset value and are classified as Level 1. 


Cash and cash equivalents, accounts receivable, accounts payable and accrued liabilities equal or 
approximate fair value based on the short-term nature of these instruments. The estimated fair value of debt at 
December 31, 2012, which has a variable interest rate, approximates its carrying value and is classified as Level 
2. There is no outstanding debt at December 31, 2013. Marketable securities are reflected in the consolidated 
financial statements at fair value based upon publicly quoted market prices. 


Transfers into and out of levels are reflected when significant inputs, including market inputs or 
performance attributes, used for the fair value measurement become observable or unobservable or when the 
Company determines it has the ability, or no longer has the ability, to redeem, in the near term, certain 
investments that the Company values using a net asset value, or if the book value of certain equity method 
investments no longer represents fair value. There were no transfers between Level | and Level 2 during the 
years ended December 31, 2013 or 2012. 
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6. Furniture, Equipment and Leasehold Improvements, Net 


Furniture, equipment, and leasehold improvements, net are summarized as follows: 


December 31, 


2013 2012 
($ in thousands) 
Furniture and office equipment .......... 00... c eee eee $ 4,033 $ 4,058 
Computer equipment and software ........... 0.0.0.0. eee eee ee 5,663 5,533 
Leasehold improvements ........... 0.0 cece eee eee eee eee eee 7,240 6,865 
16,936 16,456 
Accumulated depreciation and amortization .................000. (9,717) (8,668) 
Furniture, equipment and leasehold improvements, net ............ $ 7,219 $ 7,788 


7. Income Taxes 


The components of the provision for income taxes are as follows: 


Years Ended December 31, 


2013 2012 2011 

($ in thousands) 
Current 

POCO ial ec. scree savas ogatecs wanna earned Rae ee $10,395 $ — $ — 

DALE: 44:3 dered dad Sat nko dete ae eed BAR ape eres 1,787 341 49 
Total current tax expense ........... 0.000 eee eee 12,182 341 49 
Deferred 

Peder als ccscceta.gtoniecee cambiar s auuninatataahers arapaad ander 29,933 19,707 (104,227) 

AUS ass acecdes tees avert lola Sua eta ose alate oe Gidtare nearer aeens 2,663 6,982 (28,250) 
Total deferred tax expense (benefit) ................ 32,596 26,689 (132,477) 
Total expense (benefit) for income taxes ............ $44,778 $27,030 $(132,428) 


The following presents a reconciliation of the provision (benefit) for income taxes computed at the federal 
statutory rate to the provision (benefit) for income taxes recognized in the Consolidated Statements of Operations 
for the years indicated: 


Years Ended December 31, 


2013 2012 2011 
($ in thousands) 
Tax at statutory rate 2... cee eee $41,968 35% $22,645 35% $ 4,547 35% 
State taxes, net of federal benefit ................... 2,893 2 4,793 7 6,222 48 
Affiliated Stock 188) seeded dye eb RS Sele Ch R Yee —- — _—- — 3,283 25 
CONTINGENCY TESELVE: oa. dd ee eee ed ee eee —_- — _-_ — 27,911 215 
Change in valuation allowance ...............0-00005 (264) — (242) — (174,527) (1,343) 
©1153 rt (=) eee ena ear ee eae 181 — (166) — 136 1 
Income tax expense (benefit) ...................00. $44,778 37% $27,030 42% $(132,428) (1,019)% 
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Deferred taxes resulted from temporary differences between the amounts reported in the consolidated financial 
statements and the tax basis of assets and liabilities. The tax effects of temporary differences are as follows: 


December 31, 

2013 2012 
($ in thousands) 
Deferred tax assets: 
Intangible:assets:.< § cuiv cde ek cae hee weg wae ee Sa toned $ 43,827 $ 51,494 
Net operating losses ... 1.0... 0. cece ect teens 23,705 49,001 
Capital loss carryforward ...... 0.0.00... cee eee eee — 1,122 
Compensation accruals 1.1.0... 0... c eee eee eee 6,280 4,794 
TRV ESUMETES 5 ssctauieg'e eis asneesoy acts 3ctoud. dca paghid. ack aes Setdhsa auld deh weaitac cach deena 5,111 5,044 
COST ceeds toe at aotearoa aE 1,581 83 
Gross deferred tax assetS ...... 0... cc cece cece ec eee eee e ees 80,504 111,538 
Valuation allowance ..... 0.0... cette ene (35) (1,611) 
Gross deferred tax assets after valuation allowance ............. 80,469 109,927 
Deferred tax liabilities: 
Intangible -ASSets iiss e aha eat aad Ae ee eRe ee wae (13,078) (10,884) 
Unrealized gains .. 0.1... eee eee eens (2,357) (1,214) 
Other iMVestMents:. <2 6.0 coe ekee Ace be wa deen cus Pewee (534) (906) 
Gross deferred tax liabilities ........ 0.0... 0.0... e eee eee eee (15,969) (13,004) 
Deferred tax assets (liability), net ........ 2.0... 00.0000. e eee ee $ 64,500 $ 96,923 


At each reporting date, the Company evaluates the positive and negative evidence used to determine the 
likelihood of realization of all its deferred tax assets. The Company maintained a valuation allowance in the 
amount of $0.0 million, $1.6 million and $3.3 million at December 31, 2013, 2012 and 2011, respectively, 
relating to deferred tax assets on items of a capital nature as well as certain state deferred tax assets. 


As of December 31, 2013, the Company had $45.2 million of net operating loss carryovers for federal 
income tax purposes. The related federal net operating loss carryovers are scheduled to begin to expire in the 
year 2029. The federal capital loss carryovers were fully utilized in 2013. As of December 31, 2013, the 
Company had state net operating loss carryforwards, varying by subsidiary and jurisdiction, represented by a 
$7.9 million deferred tax asset. The state net operating loss carryovers are scheduled to begin to expire in 2015. 
All state capital loss carryovers were fully utilized in 2013. 


Internal Revenue Code Section 382 limits tax deductions for net operating losses, capital losses and net 
unrealized built-in losses after there is a substantial change in ownership in a corporation’s stock involving a 50 
percentage point increase in ownership by 5% or larger stockholders. During the year ended December 31, 2009, due 
to changes in the Company’s stockholder base, the Company incurred an ownership change as defined in 
Section 382. At December 31, 2013, the Company has approximately $70.6 million in pre-change net operating loss 
carryovers and built-in losses that are reflected within the Company’s deferred tax assets noted above and are subject 
to an annual limitation of $4.2 million plus any cumulative unused 382 limitation from post-change tax years. 


As aresult of realization requirements of ASC 718, Compensation-Stock Compensation, as of December 31, 
2013, the table of deferred taxes does not include $19.6 million of future tax benefits related to cumulative 
windfall deductions on certain stock-based incentive plans. Under the Company’s accounting policy, these tax 
benefits are deemed to be utilized for financial statement purposes after all available net operating loss carryovers 
have been exhausted and they serve to reduce income taxes payable. When recognized the benefit is recorded as 
an increase to Shareholder’s Equity. 
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Activity in unrecognized tax benefits is as follows: 


Years Ended December 31, 
2013 2012 2011 
($ in thousands) 
Balance, beginning of year ............ 0.0.00 e ee eee $33,948 $34,139 $ — 
Decrease related to tax positions taken in prior years .... (1,346) (191) — 
Increase related to positions taken in the current year .... — —_— 34,139 
Balance, énd:of year ..c04 22s 0502009 Setnge caewacn es $32,602 $33,948 $34,139 


As of December 31, 2013 the Company has unrecognized tax benefits primarily related to a loss resulting 
from the dissolution of a subsidiary. Included in the balance of unrecognized tax benefits are $31.0 million of tax 
benefits that, if recognized, would impact the effective tax rate. 


The Company’s practice is to classify interest and penalties related to income tax matters in income tax 
expense. The Company recorded no interest or penalties related to uncertain tax positions at December 31, 2013, 
2012 and 2011. Based upon the timing and status of its current examinations by taxing authorities, it is 
reasonably possible that the Company’s unrecognized tax benefits may increase or decrease in 2014, however, 
the Company cannot estimate the range of such possible changes. 


In 2013, the Internal Revenue Service (“IRS”) commenced an examination of the Company’s 2011 federal 
corporate income tax return. At December 31, 2013, the examination is in the preliminary stages. Based upon 
available information, the Company does not believe that the audit will result in any adjustment that would result 
in a material change in the Company’s financial position. 


The earliest federal tax year that remains open for examination is 2008 since unutilized net operating loss 
carryovers from 2008 could be denied when claimed in future years. The earliest open years in the Company’s 
major state tax jurisdictions are 1998 and 2005 for Connecticut and New York, respectively. 


8. Debt 
Credit Facility 


The Company has an amended and restated senior secured revolving credit facility (the “Credit Facility’) 
that has a five-year term and provides borrowing capacity of up to $75.0 million, with a $7.5 million sub-limit for 
the issuance of standby letters of credit. In addition, the Credit Facility provides for a $50.0 million increase 
provision conditioned on approval by the lending group. The Credit Facility is secured by substantially all of the 
assets of the Company. During the third quarter of 2013, the Company repaid the $15.0 million outstanding 
balance under the Credit Facility. At December 31, 2013, no amount was outstanding and at December 31, 2012, 
$15.0 million was outstanding under the Credit Facility. As of December 31, 2013, the Company had the 
capacity to draw on the entire $75.0 million under the Credit Facility. 


Amounts outstanding under the Credit Facility bear interest at an annual rate equal to, at the Company’s 
option, either LIBOR for interest periods of 1, 2, 3 or 6 months or an alternate base rate (as defined in the Credit 
Facility agreement), plus, in each case, an applicable margin, that ranges from 0.75% to 2.50%. Under the terms 
of the Credit Facility, the Company is also required to pay certain fees, including an annual commitment fee that 
ranges from 0.35% to 0.50% on undrawn amounts and a letter of credit participation fee at an annual rate equal to 
the applicable margin as well as any applicable fronting fees, each of which is payable quarterly in arrears. 


F-21 


Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements—(Continued) 


The Credit Facility contains customary covenants, including covenants that restrict (subject in certain instances 
to minimum thresholds or exceptions) the ability of the Company and certain of its subsidiaries to incur additional 
indebtedness, create liens, merge or make acquisitions, dispose of assets, enter into leases, sale/leasebacks or 
acquisitions of capital stock, and make loans, guarantees and investments, among other things. In addition, the 
Credit Facility contains certain financial covenants, the most restrictive of which include: (i) a minimum interest 
coverage ratio (generally, adjusted EBITDA to interest expense as defined in and for the period specified in the 
Credit Facility agreement) of at least 4.00:1, and (ii) a leverage ratio (generally, total debt as of any date to adjusted 
EBITDA as defined in and for the period specified in the Credit Facility agreement) of no greater than 2.75:1. For 
purposes of the Credit Facility, adjusted EBITDA generally means, for any period, net income of the Company 
before interest expense, income taxes, depreciation and amortization expense, and excluding non-cash stock-based 
compensation, unrealized mark-to-market gains and losses, certain severance, and certain non-cash non-recurring 
gains and losses as described in and specified under the Credit Facility. At December 31, 2013 and 2012, the 
Company was in compliance with all financial covenants under the Credit Facility. 


The Credit Facility agreement also contains customary provisions regarding events of default which could 
result in an acceleration of amounts due under the facility. Such events of default include our failure to pay 
principal or interest when due, our failure to satisfy or comply with covenants, a change of control, the 
imposition of certain judgments, the invalidation of liens we have granted, and a cross-default to other debt 
obligations. 


9. Commitments and Contingencies 
Legal Matters 


The Company is regularly involved in litigation and arbitration as well as examinations and investigations 
by various regulatory bodies, including the SEC, involving its compliance with, among other things, securities 
laws, client investment guidelines, laws governing the activities of broker-dealers and other laws and regulations 
affecting its products and other activities. Legal and regulatory matters of this nature may involve activities as an 
employer, issuer of securities, investor, investment adviser, broker-dealer or taxpayer. We cannot predict the 
ultimate outcome of such legal claims or matters or in certain instances provide reasonable ranges of potential 
losses. As of the date of this report, the Company believes that the outcomes of its legal or regulatory matters are 
not likely, either individually or in the aggregate, to have a material adverse effect on its consolidated financial 
condition. However, in the event of unexpected subsequent developments and given the inherent unpredictability 
of these legal and regulatory matters, there can be no assurance that the Company’s assessment of any claim, 
dispute, regulatory examination or investigation or other legal matter will reflect the ultimate outcome and an 
adverse outcome in certain matters could, from time to time, have a material adverse effect on the Company’ s 
results of operations or cash flows in particular quarterly or annual periods. 


Lease Commitments 


The Company incurred rental expenses, primarily related to office space, under operating leases of $3.4 
million, $3.3 million and $2.4 million in 2013, 2012 and 2011, respectively. Minimum aggregate rental payments 
required under operating leases that have initial or remaining non-cancelable lease terms in excess of one year as 
of December 31, 2013 are as follows: $3.1 million in 2014; $2.6 million in 2015; $2.6 million in 2016; $2.5 
million in 2017; $2.5 million in 2018; and $4.7 million thereafter. 


10. Equity Transactions 


In September 2013, the Company issued 1.3 million shares of common stock in a public offering for net 
proceeds of $191.8 million after underwriting discounts, commissions and other offering expenses, pursuant to 
an already effective shelf registration statement. 
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During the year ended December 31, 2013, pursuant to the Company’s initial share repurchase program 
implemented in the fourth quarter of 2010, the Company repurchased 105,000 common shares at a weighted 
average price of $187.61 per share plus transaction costs for a total cost of approximately $19.7 million. During 
the year ended December 31, 2012, the Company repurchased 90,000 common shares at a weighted average 
price of $99.30 per share for a total cost of approximately $8.9 million under the initial share repurchase 
program. As of December 31, 2013, the Company has repurchased a total of 350,000 shares of common stock at 
a weighted average price of $106.92 per share plus transaction costs for a total cost of $37.4 million completing 
the initial share repurchase program. 


In May 2013, the Company’s board of directors authorized an extension of its share repurchase program to 
permit the purchase of an additional 350,000 shares of common stock prior to May 21, 2016. At December 31, 
2013, there were 350,000 shares of common stock remaining authorized for repurchase under the extended share 
repurchase program. 


11. Accumulated Other Comprehensive Income 


The changes in accumulated other comprehensive income by component for the years ended December 31, 
2013 and 2012 are as follows: 


Unrealized Gains 
and (Losses) 
on Securities 


Available-for- Foreign Currency 
Sale Translation Adjustments 

($ in thousands) 
Balance December 31, 2012 ..............0.. $(287) $— 
Unrealized net gains on investments, net of tax of 

B28 is acpcaisnt Mice ne ES aed cee weAAS 56 — 
Foreign currency translation adjustments, net of 

tax:Of. (G50) gs cee waiekae cae one oe had oe eed — 81 
Amounts reclassified from accumulated other 

comprehensive income ................... — _ 
Net current-period other comprehensive 

INCOME! 5.2. idea. seta gcc aeons band cee leew eeed 56 81 
Balance December 31,2013 ................. $(231) 81 

Unrealized 
Losses 


on Securities 
Available-for- 


Sale 

($ in thousands) 
Balance December 31,2011 2.0.0... 0.0... cece eens $ (14) 
Unrealized net losses on investments, net of tax of $81 .......... (273) 
Amounts reclassified from accumulated other comprehensive 

TOIGCOMIS: ah te ane orieira ord aca teen A antea tha? Sontetearca Gostaracusi ama anaceteensds — 
Net current-period other comprehensive income ................ (273) 
Balance December 31,2012 2.0.0... 0.0.0... ccc eee $(287) 
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12. Capital and Reserve Requirement Information 


As a broker-dealer registered with the Securities and Exchange Commission and a member of the Financial 
Industry Regulatory Authority, our subsidiary, VP Distributors, LLC (“VPD”), is subject to certain rules regarding 
minimum net capital. VPD operates pursuant to Rule 15c3-1(a), promulgated under the Securities Exchange Act of 
1934, as amended (the “Exchange Act’’) and, accordingly, is required to maintain a ratio of “aggregate 
indebtedness” to “net capital” (as those items are defined in the rule) which may not exceed 15.0 to 1.0. 


Aggregate indebtedness, net capital, and the resultant ratio for VPD were as follows: 


December 31, 
2013 2012 2011 
($ in thousands) 
Aggregate indebtedness .............. 000. e eee eee $ 28,020 $23,443 $17,527 
Net.capitals i... c9-dateaeee eee iaiedae datas 22,086 16,617 10,874 
Ratio of aggregate indebtedness to net capital ........ 1.3 to | 1.4 to 1 1.6 to 1 


VPD’s minimum required net capital at December 31, 2013 and 2012 based on its aggregate indebtedness 
on those dates was $1.9 million and $1.6 million, respectively. 


The operations of VPD do not include the physical handling of securities or the maintenance of open 
customer accounts. Accordingly, VPD is exempt from the reserve provisions of Rule 15c3-3 promulgated under 
the Exchange Act under the exemption allowed by paragraph (k)(2)(i) of such rule. 


13. Restructuring and Severance 


During 2013, 2012 and 2011, the Company recorded restructuring charges of $0.2 million, $1.6 million and 
$2.0 million, respectively, related to headcount reductions and consolidation activities. These restructuring and 
severance charges have been included within restructuring and severance expenses in the accompanying 
Consolidated Statements of Operations. There was no unpaid severance and related charges as of December 31, 
2013. 


14. BMO Related Party Transactions 


In May 2006, the Company acquired the rights to advise, distribute and administer the Insight Funds from 
BMO Asset Management Corp. (“BMO”), a subsidiary of BMO Financial Corp. BMO and BMO Financial 
Corp., a significant stockholder of the Company, are related parties of the Company. 


Subadvisory investment management fees and distribution and administration fee expenses paid or payable 
to BMO were $0.5 million, $2.1 million and $3.0 million for the years ended December 31, 2013, 2012, and 
2011 respectively. At both December 31, 2013 and December 31, 2012, less than $0.1 million was payable to 
BMO and its affiliates related to subadvisory investment management fees and distribution fees. 


15. Series B Convertible Preferred Stock 


On January 6, 2012, pursuant to an agreement with BMO, BMO’s 35,217 shares of the Series B converted 
into 1,349,300 shares of the Company’s common stock. As a result of this conversion, all of the shares of Series 
B have been retired. 


16. Retirement Savings Plan 


The Company sponsors a defined contribution 401(k) retirement plan (the “401(k) Plan’’) covering all 
employees who meet certain age and service requirements. Employees may contribute a percentage of their 
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eligible compensation into the 401(k) Plan, subject to certain limitations imposed by the Internal Revenue Code. 
The Company matches employees’ contributions at a rate of 100% of employees’ contributions up to the first 
3.0% and 50.0% of the next 2.0% of the employees’ compensation contributed to the 401(k) Plan. The 
Company’s matching contributions were $2.5 million, $2.0 million and $1.6 million in 2013, 2012 and 2011, 
respectively. 


17. Stock-Based Compensation 


The Company has an Omnibus Incentive and Equity Plan (the “Plan’”) under which officers, employees, 
directors and consultants may be granted equity-based awards, including RSUs, stock options and unrestricted 
shares of common stock. At December 31, 2013, 1,800,000 shares of common stock were authorized for issuance 
under the Plan, of which 495,658 remain available for grant. Each RSU entitles the holder to one share of Virtus 
common stock when the restriction expires. RSUs generally have a term of one to three years and may be either 
time-vested or performance-contingent. Stock options generally vest over three years and have a contractual life 
of ten years. Stock options are granted with an exercise price equal to the fair market value of the shares at the 
date of grant. The fair value of each RSU is estimated using the intrinsic value method which is based on the fair 
market value price on the date of grant. Shares that are issued upon exercise of stock options and vesting of RSUs 
are newly issued shares and not issued from treasury stock. 


The Company estimated the grant-date fair value of stock options last granted using the Black-Scholes 
option valuation model with the following assumptions: 


2011 
Expected dividend yield. .....................0004. 0.0% 
Expected volatility ......... 0.00.0... eee eee eee eee 47.2% 
Risk-free interest 1ate sy oe.4 esis as aad by baat sg 2.4%-2.9% 
Expected life. setciciusakawnieteat sane ededediad oe 6.5 years 


Expected dividend yield—The Company has never declared or paid dividends on its common stock. 


Expected volatility—Volatility is a measure of the amount by which a financial variable such as a share 
price has fluctuated (historical volatility) or is expected to fluctuate (expected volatility) during a period. The 
Company based its estimated volatility on the historical volatility of a peer group of publically traded companies, 
which includes companies that are in the same industry or are competitors, because of the Company’s limited 
history as an independent public company. 


Risk-free interest rate—This is the average U.S. Treasury rate at the time of grant having a term that most 
closely approximates the expected term of the option. 


Expected life—This is the period of time that the stock option grants are expected to remain outstanding. 
The Company calculates the expected life of the stock options using the “simplified method” as prescribed under 
the provisions of ASC 718. The simplified method was used because sufficient historical exercise data necessary 
for the Company to provide a reasonable basis to estimate the expected life does not exist. The Company 
generally uses the midpoint between the end of the vesting period and the contractual life of the grant to estimate 
stock option exercise timing. The simplified method was applied for all stock options granted during 2011. 
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Stock-based compensation expense is summarized as follows: 


Years Ended December 31, 
2013 2012 2011 
($ in thousands) 
Stock-based compensation expense ..............2.0005- $7,960 $6,927 $5,625 


During the years ended December 31, 2013 and December 31, 2012, the Company granted 15,237 and 
47,996 performance contingent RSUs, respectively. During the years ended December 31, 2013, December 31, 
2012 and December 31 2011, total stock-based compensation expense included $1.1 million, $1.7 million and 
$1.3 million, respectively, for these performance contingent RSUs. As of December 31, 2013 and 2012, 
unamortized stock-based compensation expense for performance contingent RSUs was $2.1 million and $3.2 
million, respectively. 


As of December 31, 2013, unamortized stock-based compensation expense for outstanding RSUs and stock 
options was $8.9 million and $0.1 million, respectively, with weighted average remaining amortization periods of 
1.0 years and 0.2 years, respectively. As of December 31, 2012, unamortized stock-based compensation expense 
for outstanding RSUs and stock options was $7.1 million and $0.2 million, respectively, with weighted average 
remaining amortization periods of 1.4 years and 0.7 years, respectively. The Company did not capitalize any 
stock-based compensation expenses during the years ended December 31, 2013, 2012 and 2011. 


Stock option activity for the year ended December 31, 2013 is summarized as follows: 


Weighted 

Number Average 

oh ee 
Outstanding at December 31, 2012................. 220,349 $20.03 
Granted a2 avis ode ectetee dene By, Hae dia dd daw bs — $ — 
EXCL CISC sich be co sg spits sobdaylalart nds Mode aesav-ecavayaPannceletiodawse (29,826) $19.10 
Forfeited 2.0... cece cece eee cence (363) $55.18 
Outstanding at December 31, 2013 ................. 190,160 $20.11 
Vested and exercisable at December 31, 2013 ........ 182,077 $18.54 
Stock options expected to vest at December 31, 2013 .. 8,083 $55.33 


The weighted-average grant-date fair value of stock options granted during the year ended December 31, 
2011 was $27.56. The weighted-average remaining contractual term for stock options outstanding at 
December 31, 2013 and December 31, 2012 was 4.8 and 5.8 years, respectively. The weighted-average 
remaining contractual term for stock options vested and exercisable at December 31, 2013 was 4.7 years. The 
weighted-average remaining contractual term for stock options expected to vest at December 31, 2013 was 7.2 
years. At December 31, 2013, the aggregate intrinsic value of stock options outstanding, stock options vested and 
exercisable, and stock options expected to vest was $34.2 million, $33.0 million, and $1.2 million, respectively. 
The total grant-date fair value of stock options vested during the years ended December 31, 2013, 2012 and 2011 
was $0.2 million, $1.2 million and less than $0.1 million, respectively. The total intrinsic value of stock options 
exercised for the years ended December 31, 2013, 2012 and 2011 was $5.1 million, $9.2, $0.9 million, 
respectively. Cash received from stock option exercises was $0.6 million, $2.6 million and $1.3 million for 2013, 
2012 and 2011, respectively. 
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Outstanding at December 31, 2012 
Granted 

Forfeited 
Settled 


Outstanding at December 31, 2013 


RSU activity for the year ended December 31, 2013 is summarized as follows: 


Number 
of shares 
292,057 
46,000 
(12,750) 
(91,544) 


233,763 


Weighted 
Average 
Grant Date 
Fair Value 
$ 57.89 
$188.36 
$ 94.22 
$ 41.45 


$ 87.97 


The grant-date intrinsic value of RSUs granted during the year ended December 31, 2013 was $8.7 million. 
At December 31, 2013, outstanding RSUs have a weighted average remaining contractual life of 1.0 years. The 
weighted-average grant-date fair value of RSUs granted during the years ended December 31, 2013, 2012 and 
2011 was $188.36, $81.47 and $52.28 per share, respectively. The total fair value of RSUs vested during the 
years ended December 31, 2013, 2012 and 2011 was $17.9 million, $30.7 million and $2.9 million, respectively. 
For the years ended December 31, 2013, 2012 and 2011, a total of 38,222, 143,102 and 12,484 RSUs, 
respectively, were withheld through net share settlement by the Company to settle employee tax withholding 
obligations. The Company paid $7.5 million, $11.5 million and $0.7 million for the years ended December 31, 
2013, 2012 and 2011, respectively, in employee tax withholding obligations related to RSUs withheld. These net 
share settlements had the effect of share repurchases by the Company as they reduced the number of shares that 
would have been otherwise issued as a result of the vesting. 


Employee Stock Purchase Plan 


The Company offers an employee stock purchase plan that allows employees to purchase shares of common 
stock on the open market at market price through after-tax payroll deductions. The initial transaction fees are 
paid for by the Company and shares of common stock are purchased on a quarterly basis. The Company does not 
reserve shares for this plan or discount the purchase price of the shares. 


18. Earnings Per Share 
The computation of basic and diluted earnings per share is as follows: 
Years Ended December 31, 
2013 2012 2011 

($ in thousands, except per share amounts) 
Net Income $77,130 $37,773 $145,420 
Noncontrolling interests ... 0.0.0.0... 0.00 e ee eee eee (1,940) (101) — 
Preferred stockholder dividends .................4-. — — (9,482) 
Allocation of earnings to preferred stockholders ....... — (64) (24,260) 
Net Income Attributable to Common Stockholders .. $75,190 $37,608 $111,678 
Shares: 
Basic: Weighted-average number of shares 

OUtStandING .. ....ck ced ee eee eee e eee ew eee 8,188 7,727 6,211 
Plus: Incremental shares from assumed conversion of 

dilutive instruments ............ 0.0000 cece eee 245 346 623 
Diluted: Weighted-average number of shares 

OUUSTANCING: 26. ¢s-raceceie, eid tek dek woe eames 8,433 8,073 6,834 
Earnings per share—basic ...............0000 eee $ 918 $ 487 $ 17.98 
Earnings per share—diluted ....................00. $ 892 $ 466 $ 16.34 
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For the years ended December 31, 2013, 2012 and 2011, there were no instruments excluded from the above 
computation of weighted-average shares for diluted EPS because the effect would be anti-dilutive. 


19. Concentration of Credit Risk 


The concentration of credit risk with respect to advisory fees receivable is generally limited due to the short 
payment terms extended to clients by the Company. The following funds provided 10 percent or more of the total 
revenues of the Company: 


Years Ended December 31, 
2013 2012 2011 
($ in thousands) 
Virtus Emerging Markets Opportunities Fund 
Investment management, administration and transfer 
ASEMUTSES) 9 cds dee vahennte uid $eaie toh abd ats $53,202 $29,818 * 
Percent of total revenues ..............0000 eee 14% 12% * 
Virtus Multi-Sector Short Term Bond Fund 
Investment management, administration and transfer 
AGEN TSES. 25... ngs saws HELA Eee RO $52,568 $39,475 $24,445 
Percent of total revenues ............. 0000000 ee 14% 17% 14% 
Virtus Premium AlphaSector™ Fund 
Investment management, administration and transfer 
AGEN TEES 2c degceds sew heeded Seas tbe a $41,921 $27,987 * 
Percent of total revenues ............. 0000000 11% 12% * 


* Less than 10 percent of total revenues of the Company. 


20. Consolidated Sponsored Investment Products 


In the normal course of its business, the Company sponsors and is the manager of various types of 
investment products. During the years ended December 31, 2013 and 2012, the Company sponsored and 
consolidated several mutual funds in which it had a majority voting interest. The consolidation of these 
investment products has no impact on net income attributable to stockholders. The Company’s risk with respect 
to these investments is limited to its investment in these products. The Company has no right to the benefits 
from, nor does it bear the risks associated with, these investment products, beyond the Company’s investments 
in, and fees generated from these products. If the Company were to liquidate, these investments would not be 
available to the general creditors of the Company. The Company does not consider cash and investments held by 
consolidated sponsored investment products to be assets of the Company other than its direct investment in these 
products. 


During the year ended December 31, 2012, the Company consolidated eight mutual funds. During the year 
ended December 31, 2013, the Company consolidated five additional mutual funds and deconsolidated five 
mutual funds because it no longer had a majority voting interest. As of December 31, 2013, the Company 
consolidated a total of eight mutual funds. No mutual funds were consolidated during the year ended 
December 31, 2011. 
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The following table presents the balances of the consolidated sponsored investment products that were 
reflected in the Consolidated Balance Sheets as of December 31, 2013 and 2012: 


As of December 31, 
2013 2012 
($ in thousands) 
Tbe ASIF «55:55 Shae duces lapel oh Soph seovauns te eavanate eepcan glare! ere) anata Seton a qeatbeaacece ace, ae alatdem autahels Aeotle $ 531 $ 14 
Total investments: <4. o0.-sa-deece ets bation ead S Sseie oa bad he Bare ane Ge Mink Ge BR Se 139,054 43,227 
AM Other aSS@tS-4920.6.eets ow ahaa anees Edad aw ela Sh he dare ow Hot ene- ote 9,595 683 
NOtal WabwMtes® sea setc ween ok att oh eedmahe dt ede ts Mee] gata eee eters (8,435) (377) 
Redeemable noncontrolling interest ..... 2.0... eee cette teens (42,186) (3,163) 
The Company’s net interests in consolidated sponsored investment products ............ $ 98,559 $40,384 
Consolidation 


The following tables reflect the impact of the consolidated sponsored investment products in the 
Consolidated Balance Sheets as of December 31, 2013 and 2012 and the Consolidated Statements of Income for 
the years ended December 31, 2013 and 2012, respectively. The Company had no consolidated sponsored 
investment products during the year ended December 31, 2011: 


As of December 31, 2013 


Consolidated Balances as 
Balance Before Sponsored Eliminations Reported in 
Consolidation of Investment and Consolidated 
Investment Products Products Adjustments (a) | Balance Sheet 
($ in thousands) 
Total Cash 2 s.édstcisg sed cask ie ose Be ks $271,014 $ 531 $ — $271,545 
Total investments ............ 0.00000 135,692 139,054 (98,434) 176,312 
AMlOther assets: oo. .o.cce desea bw wie are eg lee 187,627 9,595 (125) 197,097 
Total assets. <2 .ct vcctor the ead Baetecitas & $594,333 $149,180 $ (98,559) $644,954 
Total liabilities’ 26.e3a0ecds dee ee ages BE es 101,465 8,560 (125) 109,900 
Redeemable noncontrolling interest .......... — — 42,186 42,186 
Equity attributable to stockholders of the 
COMPANY: g..44hwardaieesondies aes SeaWaves 492,930 140,620 (140,620) 492,930 
Non-redeemable noncontrolling interest ....... (62) — — (62) 
Total liabilities and equity .................. $594,333 $149,180 $ (98,559) $644,954 
As of December 31, 2012 
Consolidated Balances as 
Balance Before Sponsored Eliminations Reported in 
Consolidation of Investment and Consolidated 
Investment Products Products Adjustments (a) Balance Sheet 
($ in thousands) 
Total :aSh’ «24.5 4d-asvewe-wdses boedakewas es $ 63,432 $ 14 $ — $ 63,446 
Total vestments. .-3 44605. does abana ahaa ee 58,830 43,227 (40,397) 61,660 
All OTHE ASSES. eeeceed sss. aces Se soseees ava anes we 206,947 683 13 207,643 
TE Otal ASSEtS: ges. d6 bu ed 40d descw ers npeare nee ase aes ae $329,209 $43,924 $(40,384) $332,749 
Total liabilities ........0.. 0.0 0..ce cece eee 84,738 364 13 85,115 
Redeemable noncontrolling interest .......... — — 3,163 3,163 
Equity attributable to stockholders of the 
COMPANY ee. ndct aldo pian se las lannteslalew bala a ek 244,474 43,560 (43,560) 244,474 
Non-redeemable noncontrolling interest ....... (3) — — (3) 
Total liabilities and equity ...............0.. $329,209 $43,924 $(40,384) $332,749 
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(a) Adjustments include the elimination of intercompany transactions between the Company and its 


consolidated sponsored investment products, primarily the elimination of the investments and equity and 


recording of any noncontrolling interest. 


For the Year Ended December 31, 2013 


($ in thousands) 


Total operating revenues ...............000- 
Total operating expenses ..............2000. 


Operating income (loss) ...............004. 


Total other non-operating income (expense) .... 
Income (loss) before income tax expense ...... 
Income tax expense ...........-. 00 e ee eee 


Net income (loss) ........ 0.0000 e ee eee eee 
Noncontrolling interests ...............004. 


Net income (loss) attributable to the Company .. 


For the Year Ended December 31, 2012 


($ in thousands) 


Total operating revenues ..............2004. 
Total operating expenses ..............2000. 


Operating income (loss) .................4. 


Total other non-operating income (expense) .... 
Income (loss) before income tax expense ...... 
Income tax expense .......... 0... e eee eee 


Net income (loss) ...........0 00 cece eee eee 
Noncontrolling interests ...............004. 


Allocation of earnings to preferred 


stockholders : icc nace uewene see cenee ns 


Net income (loss) attributable to the Company .. 


(a) Adjustments include the elimination of intercompany transactions between the Company and its 


Balances as 


Consolidated Reported in 

Balance Before Sponsored Eliminations Consolidated 

Consolidation of Investment and Statement of 
Investment Products Products Adjustments (a) | Operations 
$389,202 $ — $ 613 $389,215 
274,913 785 13 275,711 
114,289 (785) —_ 113,504 
5,620 6,098 (3,314) 8,404 
119,909 5,313 (3,314) 121,908 
AAS — — 44,778 
75,131 5,313 (3,314) 77,130 

i? as Bi) a 
$ 75,190 $5,313 $(5,313) $ 75,190 
Balances as 

Consolidated Reported in 

Balance Before Sponsored Eliminations Consolidated 

Consolidation of Investment and Statement of 
Investment Products Products Adjustments (a) | Operations 
$279,919 $ — $ 167 $280,086 
219,326 148 167 219,641 
60,593 (148) — 60,445 
4,106 2,649 (2,397) 4,358 
64,699 2,501 (2,397) 64,803 
27,030 — — 27,030 
37,669 2,501 (2,397) 37,773 

3 = (104) (101) 

(64) — — (64) 

$ 37,608 $2,501 $(2,501) $ 37,608 


consolidated sponsored investment products, primarily the elimination of the investments and equity and 


recording of any noncontrolling interest. 


F-30 


Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements—(Continued) 


Investments of Consolidated Sponsored Investment Products 


Investments of consolidated sponsored investment products represent the underlying debt and equity 
securities held in sponsored mutual funds in which the Company has an investment and are consolidated by the 
Company. They are summarized as follows: 


December 31, 2013 


Unrealized Unrealized Fair 
Cost Loss Gain Value 
($ in thousands) 
Trading debt securities .......... 02.0.0. c eee eee ee eee $ 48,994 $(2,097) $ 217. $ 47,114 
Trading equity securities ............. 0.00.02. eee 84,862 (882) 7,960 91,940 
Total Investments of Consolidated Sponsored Investment 
PROQUCtS 55:23:08 cyan ae ne breed ts adh Rota awe ee $133,856 $(2,979) $8,177 $139,054 
December 31, 2012 
Unrealized Unrealized Fair 
Cost Loss Gain Value 
($ in thousands) 
Trading debt securities. 2.0.40 .944 cacedadeaaies vad eens $24,830 $ (21) $1,003 $25,812 
Trading equity securities .... 0.0... eee eee eee eee 16,537 (144) 1,022 17,415 
Total Investments of Consolidated Sponsored Investment 
POOWCS 5.3.09 sec nah ee eee toe lic ek ee $41,367  $(165) $2,025 $43,227 


Fair Value Measurements of Consolidated Sponsored Investment Products 


The assets of the consolidated sponsored investment products measured at fair value on a recurring basis as 
of December 31, 2013 and December 31, 2012 by fair value hierarchy level were as follows: 


December 31, 2013 
Level 1 Level 2 Level 3 Total 


($ in thousands) 
Debtisecurities .o5.c.c6.6 die eon bea Ome de eS ae ewesawdee oe $ — $47,114 $— $ 47,114 
EqUIty SECULIHES 5:5 acu. ceeiad ah god tcesaee asia lam tpeslane ened 91,940 — — 91,940 
Total Investments of Consolidated Sponsored Investment Products 
at Fair Value ... 00.0.0... teens $91,940 $47,114 $— $139,054 


December 31, 2012 
Level 1 Level 2 Level 3 Total 


($ in thousands) 
Debt s@Curities: cee ic cscdiasstd ad aval cd desde. 4 Grad as 4 wba 8 Boahate acavbvarezhans $ — $25,812 $— $25,812 
Equity S€CUMUES:... d2.cs6cc0berd sd ncdaw seo euse mentees 10,092 7,323 — 17,415 
Total Investments of Consolidated Sponsored Investment Products 
at Fair Vali «. g.4¢ ccc se00a0 ¢65400 0548 bigs bebeebeudnewacs $10,092 $33,135 $— $43,227 


The following is a discussion of the valuation methodologies used for the Company’s assets measured at fair 
value. 


Investments of consolidated sponsored investment products represent the underlying debt and equity 
securities held in sponsored mutual funds in which the Company has an investment and are consolidated by the 
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Company. Equity securities are valued at the official closing price on the exchange on which the securities are 
traded and are categorized within Level 1. Level 2 investments include certain non-U.S. securities for which 
closing prices are not readily available or are deemed to not reflect readily available market prices and are valued 
using an independent pricing service as well as most debt securities, which are valued based on quotations 
received from independent pricing services or from dealers who make markets in such securities. Pricing services 
do not provide pricing for all securities and therefore indicative bids from dealers are utilized, which are based on 
pricing models used by market makers in the security and are also included within Level 2. 


There were no transfers between Level | and Level 2 during the years ended December 31, 2013 and 2012, 
respectively. 


21. Selected Quarterly Data (Unaudited) 


2013 
Fourth Third Second First 
($ in thousands, except share data) Quarter Quarter Quarter Quarter 
REVENUES: j.504.0.c0% ted aend bed band eeeede dd $106,498 $100,409 $96,140 $86,168 
Operating Income .................0.0 0000008 33,892 31,630 26,882 21,100 
Net Income Attributable to Common Stockholders .. 24,756 21,089 15,385 13,960 
Earnings per share—Basic ..............00-000- $ 2.72 $ 264 $ 1.97 $ 1.79 
Earnings per share—Diluted .................... $ 265 $ 256 $ 191 $ 1.73 
2012 

Quarter Quarter Quarter Quarter 
REVENUES: fo sisea hotdogs teegseco dee oes seca Bualeud Ge racun detache $78,919 $71,951 $66,818 $62,398 
Operating Income ............. 0.0.00. c eee eee 20,472 17,767 14,253 7,953 
Net Income Attributable to Common Stockholders .... 12,213 11,642 8,367 5,386 
Earnings per share—Basic ..............0-00 200s $ 156 $ 148 $ 1.08 $ 0.72 


Earnings per share—Diluted ...................0.. $ 150 $ 143 $ 1.04 $ 0.68 


Exhibit 31.1 


CERTIFICATIONS UNDER SECTION 302 
I, George R. Aylward, certify that: 
1. [have reviewed this annual report on Form 10-K of Virtus Investment Partners, Inc.; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which 
such statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this 
report, fairly present in all material respects the financial condition, results of operations and cash flows of 
the registrant as of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining 
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure that material information relating to the 
registrant, including its consolidated subsidiaries, is made known to us by others within those entities, 
particularly during the period in which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in 
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of 
an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s 
internal control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation 
of internal control over financial reporting, to the registrant’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control 
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, 
process, summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


Date: February 24, 2014 


/s/_ GEORGE R. AYLWARD 


George R. Aylward 
President, Chief Executive Officer and Director 
(Principal Executive Officer) 
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CERTIFICATIONS UNDER SECTION 302 
I, Michael A. Angerthal, certify that: 
1. [have reviewed this annual report on Form 10-K of Virtus Investment Partners, Inc.; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which 
such statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this 
report, fairly present in all material respects the financial condition, results of operations and cash flows of 
the registrant as of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining 
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure that material information relating to the 
registrant, including its consolidated subsidiaries, is made known to us by others within those entities, 
particularly during the period in which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in 
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of 
an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s 
internal control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation 
of internal control over financial reporting, to the registrant’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control 
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, 
process, summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


Date: February 24, 2014 


/s/_ MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Executive Vice President, Chief Financial Officer 
(Principal Financial Officer and Principal Accounting Officer) 
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CERTIFICATIONS OF CEO AND CFO PURSUANT TO 18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 


In connection with this Annual Report on Form 10-K of Virtus Investment Partners, Inc. (the “Company”) 
for the fiscal year ended December 31, 2013, as filed with the Securities and Exchange Commission on the date 
hereof (the “Report’”), each of the undersigned officers of the Company hereby certifies, pursuant to 18 U.S.C. 
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of his 
knowledge: 


(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange 
Act of 1934; and 


(2) The information contained in the Report fairly presents, in all material respects, the financial condition 
and results of operations of the Company. 


Dated: February 24, 2014 


/s/_ GEORGE R. AYLWARD 


George R. Aylward 
President, Chief Executive Officer and Director 
(Principal Executive Officer) 


/s/_ MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Executive Vice President, Chief Financial Officer 
(Principal Financial Officer and 
Principal Accounting Officer) 
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SUPPLEMENTAL FINANCIAL INFORMATION 


Schedule of Non-GAAP Information 
(Dollars in thousands) 


The Company reports its financial results on a Generally Accepted Accounting Principles (GAAP) basis; 
however management believes that evaluating the Company’s ongoing operating results may be enhanced if 
investors have additional non-GAAP financial measures. Management reviews non-GAAP financial measures to 
assess ongoing operations and considers them only to be additional metrics for both management and investors to 
consider the Company’s financial performance over time, as noted in the footnotes below. Management does not 
advocate that investors consider such non-GAAP financial measures in isolation from, or as a substitute for, 
financial results prepared in accordance with GAAP. 


Reconciliation of Revenues, Operating Expenses and Operating Income on a GAAP Basis to Revenues, 
Operating Expenses and Operating Income, as Adjusted 


Twelve Months Ended 
Pas eo 

Revenues, GAAP basis .........0... 00000 c ce ett ee nee nena $389,215 $280,086 
Less: 

Distribution and administration expenses .......... 0.0. ce eee eee eee 97,786 68,274 

Consolidated sponsored investment products fees (1) ................00. 13 167 
Revenues, as adjusted (2) ..... 0.0... ccc cette teen ene n eee $291,416 $211,645 
Operating Expenses, GAAP basis ..............0..0. 0 cece tees $275,711 $219,641 
Less: 

Distribution and administration expenses ........ 0.0.0. ce eee eee eee 97,786 68,274 

Depreciation and amortization ....... 0.0... cece eee eens 6,835 5,931 

Stock-based compensation (3) 2... 0.0... c cece cece eens 7,490 6,063 

Restructuring and severance charges ......... 0.0.0... eee ee eee eee 203 1,597 

Newfleet transition related operating expenses (4)............. 000-00 005 2,172 2,806 

Consolidated sponsored investment product expenses (1) ................ 798 315 

Closed-end fund launch costs (5) 2.0... 0... cece tenes — 4,465 
Operating Expenses, as adjusted (6) .......... 0.0... c cece eens $160,427 $130,190 
Operating Income, as adjusted (7) .............. 00 ccc eects $130,989 $ 81,455 
Operating marein, GAAP basis: .ec: ses cerseeatead eewwed Anes Mh esc atleko nea 29% 22% 
Operating margin, as adjusted (7)... 2... ee eee 45% 38% 


(1) Revenues and expenses related to consolidated sponsored investment products have been excluded to 
reflect revenues and expenses of the Company prior to the consolidation of these products. 


(2) Revenues, as adjusted, is a non-GAAP financial measure calculated by netting distribution and 
administration expenses from GAAP revenues. Management believes Revenues, as adjusted, provides 
useful information to investors because distribution and administration expenses are costs that are 
generally passed directly through to external parties. For the twelve months ended December 31, 2012, 
distribution and administration expenses included $3.9 million of structuring fees related to a closed- 
end fund launch. For the purposes of calculating Revenues, as adjusted, for the twelve months ended 
December 31, 2012 structuring fees paid to third-party distributors for the closed-end fund launch are 
excluded as they do not have a related revenue offset. 


(3) Stock-based compensation expense includes equity issued under Company incentive plans and equity 
granted to our Board of Directors. 
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(4) For the twelve months ended December 31, 2013 and December 31, 2012, Newfleet transition-related 
operating expenses include $0.5 million and $0.9 million, respectively, of stock-based compensation. 


(5) For the twelve months ended December 31, 2012, closed-end fund launch costs comprise structuring fees of 
$3.9 million payable to underwriters, sales-based incentive compensation of $0.4 million and unreimbursed 
offering costs of $0.2 million. 


(6) Operating expenses, as adjusted, is a non-GAAP financial measure that management believes provides 
investors with additional information because of the nature of the specific excluded operating expenses. 
Specifically, management adds back amortization attributable to acquisition-related intangible assets as this 
may be useful to an investor to consider our operating results with the results of other asset management 
firms that have not engaged in significant acquisitions. In addition, we add back restructuring and severance 
charges as we believe that operating expenses exclusive of these costs will aid comparability of the 
information to prior reporting periods. We believe that because of the variety of equity awards used by 
companies and the varying methodologies for determining stock-based compensation expense, excluding 
stock-based compensation enhances the ability of management and investors to compare financial results 
over periods. Distribution and administrative expenses are excluded for the reason set forth above. 


(7) Operating income, as adjusted, and operating margin, as adjusted, are calculated using the basis of revenues, 


as adjusted, and operating expenses, as adjusted, as described above. 


We define “organic growth rate” as our annualized net sales divided by beginning long-term open-end mutual 
fund assets under management. 


The above measures should not be considered as substitutes for any measures derived in accordance with GAAP 


and may not be comparable to similarly titled measures of other companies. Exclusion of items in our non-GAAP 
presentation should not be considered as an inference that these items are unusual, infrequent or non-recurring. 
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Additional Information Regarding Investment Performance Ratings 


For the period ending December 31, 2013, 91%, 87% and 88% of assets eligible for Morningstar rating had 

5-, 4-or 3-star load waived ratings for the 3, 5, 10 years, respectively, based on risk adjusted returns, of a total of 
33, 27, and 20 funds, respectively. Had sales load been included, results would be lower. For each fund with at 
least a three-year history, Morningstar calculates a Morningstar Rating™ based on a Morningstar Risk-Adjusted 
Return measure that accounts for variation in a fund’s monthly performance (including the effect of sales 
charges, loads, and redemption fees), placing more emphasis on downward variation and rewarding consistent 
performance. The top 10% of funds in each category receive 5 stars, the next 22.5% receive 4 stars, the next 35% 
receive 3 stars, the next 22.5% receive 2 stars and the bottom 10% receive | star. The Overall Morningstar 
Rating™ for a fund is derived from a weighted average of performance figures associated with its three-, five- 
and ten-year (if applicable) Morningstar Rating metrics. Ratings are for Class A shares as shown only; other 
share classes bear different fees and expenses, which affect performance. Load-waived star ratings do not include 
any front-end sales load and are intended for those investors who have access to such terms (e.g., for plan 
participants of a defined contribution plan). Strong ratings are not indicative of positive fund performance. 
Absolute performance for some funds was negative. For complete investment performance, please visit 
www.virtus.com. 


Data quoted represents past performance. Past performance is no guarantee of future results. Current 
performance may be lower or higher than the performance data quoted. Investing involves risk, including the 
possible loss of principal. The value of your investment will fluctuate over time and you may gain or lose money. 


Please carefully consider a Fund’s investment objectives, risks, charges, and expenses before investing. For 
this and other information about the Virtus Mutual Funds, call 1-800-243-4361 or visit www. Virtus.com for 


a prospectus. Read it carefully before you invest or send money. 


Virtus Mutual Funds are distributed by VP Distributors, LLC, member, FINRA and subsidiary of Virtus 
Investment Partners, Inc. 
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Companies in the Composite of Other Publicly Traded Traditional Asset Management Companies 


Affiliated Managers Group, Inc.; AllianceBernstein Holding L.P.; Calamos Asset Management, Inc.; Cohen & 
Steers, Inc.; Eaton Vance Corp.; Federated Investors, Inc.; Franklin Resources, Inc.; GAMCO Investors, Inc.; 
Invesco Ltd.; Janus Capital Group Inc.; Legg Mason, Inc.; Manning & Napier, Inc.; T. Rowe Price Group, Inc.; 
and Waddell & Reed Financial, Inc. 
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SHAREHOLDER INFORMATION 


Security Listing 
The common stock of Virtus Investment Partners, Inc. is traded 
on the NASDAQ Global Market under the symbol “VRTS.” 


Transfer Agent and Registrar 
For information or assistance regarding your account, 
please contact our transfer agent and registrar: 


Virtus Investment Partners 

c/o Computershare Investor Services 
P.O. Box 43078 

Providence, RI 02940 


Toll-free (within U.S.): 866-205-7273 
Foreign Shareowners: 413-775-6091 
TDD for Foreign Shareowners: 781-575-2300 


Web Site: www.computershare.com/investor 
E-mail: investor.relations@virtus.com 


Annual Meeting of Shareholders 

All shareholders are invited to attend the annual meeting of Virtus 
Investment Partners on Thursday, May 15, 2014, at 10:30 a.m. EDT at 
the Hilton Hartford Hotel, 315 Trumbull Street, Hartford, CT 


For More Information 
To receive additional information about Virtus Investment Partners 
and access to other shareholder services, visit Investor Relations in the 


“About Us” section of our Web site at www.virtus.com, or contact us at: 


Virtus Investment Partners, Inc. 
Investor Relations 

100 Pear! Street 

Hartford, CT 06103 

Telephone: 800-248-7971 (Option 2) 
Fax: 413-774-1714 

e-mail: investor.relations@virtus.com 


Affiliated Companies 


Duff & Phelps 

Investment Management Co. 
200 S. Wacker Drive 

Suite 500 

Chicago, IL 60606 
312-263-2610 


Cliffwater Investments LLC 
100 Pear! Street 

Hartford, CT 06103 
860-263-4707 


Euclid Advisors LLC 
1540 Broadway 

New York, NY 10036 
646-376-5913 


Kayne Anderson Rudnick 
Investment Management, LLC 
1800 Avenue of the Stars 
Second Floor 

Los Angeles, CA 90067 
800-231-7414 


Newfleet Asset Management, LLC 
100 Pear! Street 

Hartford, CT 06103 
860-760-5828 


Newfound Investments, LLC 
100 Pear! Street 

Hartford, CT 06103 
860-263-4707 


Rampart Investment 
Management Co., Inc. 
One International Place 
Boston, MA 02110 
617-342-6900 


Zweig Advisers LLC 
1540 Broadway 

New York, NY 10036 
800-272-2700 


For more information on the Virtus Mutual Funds or other products, call your financial representative or visit our Web site 


at www.virtus.com. 
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